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Preface _
This is one of six monographs written during the period'covering the latter
half of 1974 and the first months of 1975 and that reviewtdevelopments’in American

higher education through the mid-1970s, The sources have been articles and books
puhlished in large part between 1564 and l975. Writing during this period has _been’
voluminous, augmented in the lagt five years by the many reports, staff studies

and other project prompted by, or related to, the work of the Carnegie Commission
on Higher Education., The owtput hag been so great that it is difficult for the
college administrator, much less‘a faculty member involved in his own discipline,
to view' the literature in any broad perspective. ‘

When the Lutheran Education Conference of North America established its
Commission on the Future in 1972 it developed a geries of proposals for projed)s
that would result in documents ugeful for planning among the colleges related to
the Lutheran Church. One of the resources requested by the Commission on the
Future was an overview of the current status of higher education in the United Statec
as that was reflected in the contemporary literature. In addition, the Commission
requested that this,overview be particularly directed to the implications for

!
planning for the Lutheran‘colleges. ‘/

4

In early 1974?1 was agked to undertake this particular phase of the work of

the Commission. After the Commission approved a preliminary outline, and after I
e
had completed certain qther commitments, including meetings in Germany and Switzere:

land in June, 1974 I turned to the developmént of these monographs. I had consider~

o

ed assgembling the materials in a single and fairly brief report. As the writing

progressed, however, it became obvious that I would not be able to complete’ the
v ‘

‘work, at least to my satisfaction, in a single document. After making several -

‘revisiong in the format, I decided on six monograghs, five of which would deal with

ggneral topies, and the sixth of which would focus upon the colleges related to the

N
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Lutheran Educational Conference of North America. The Cotmission on the Future
reviewed drafts .of four of\the monographs in October, 1974 and approved the continue ;
e

’

ation of tﬁe work.

]A N ] - B}
| being issued under the general title of Trends in

American Higher Education: _A Review of Recent Literature, The titles of the six

The six monographs are

monographs are: .
« 7 a

No. 1 Trends in Amefican Higher Education: A Review of Recent
Literature~=Enrollments

No. 2 Trends in American Higher Edueation: A Review of Recent
Literature=~Students in the 70s

No. 3 Trends in American Higher Education: A Review of Recent
Litegature--Governance (Organization and Administration)

No. 4 Trends in American Higher Education: A Review of Recent
Literature--Instructional Pregrams A .

- No. 5 frends in American Higher Education: A Review of Recent .
Literaturee-Financing the Program
© 5

No. 6 Trends in American Higher Education: A Review of Recent
Literature--Implications for ‘the Predominantly Undergraduate
Chureh~Related Institution '

!
v

The monographs, while each of them is Fairly lengthy, do not pretend to present an

exhaustive analysis of all of the lite;;ture that has been produced, The selection
"b St
of books and articles from which the material is drawn was arbitrary, These are

. " b

the items considered by the author to be of significance and that were readily

) i
accessible to him and that would appéar to be readily accegsible to those who would

be using the monographs, Each monpéraph provides a substantial cross-section of

the writing and opinion on each of the top}cs. The sixth monograph draws upon the

’

+ .
preceding five monographs and attempts to outline gpecific implications for planning

for predominantly undergraduate churcherelated institutions. It will be noted that,

and this is particularly the case for the most recent informa;ion; the'monograghs”/

draw heavily Gpon the Chronicle of Higher Education, The Chronicle provides the

7
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most up-to-date references on the items covered; some of the references
A - 3
are taken from issues in. December 1974 and January 1975, )
~
. .
--Allan O, Pfnister
Professor of Higher Education
- / ‘University of Denver
. . January 1975
\
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The Emergence of the Crisis

'The release in the latter part of 1970 of Earl Cheit's report on the study of

financial conditions of 41 colleges and universities, in which it was estimated that
o . . . ) ‘
over 60 percent of the colleges and universities in the United States were headed

for financial trouble or were already in finaneial difficulty, seemed to confirm

‘what a number of other obsetvers had,already noted, The title of the report in its
published form, "The New Depression in Higher Education,” became a new password,
Just emerging from half a decade of disruption that had culminated in Kent State in

. ‘ .
May, 1970, higher educational institutions seemed to b fioving_from one kind oif

) .
crisis period into another, The new crisis was & financial one.,

Many observers were convinced that gher educational institutions were already

well into the new depression, Clatk Kerr stated in the forward to the Cheit studys -
The decade of 19608 was tharacterized by thé most rapid

growth and deVelopment of institutions of higher education in -
Americ istory.,,.But toward the end.of the 1960s, signs of
financial stress began to be apparent -in the world of higher’
education and by 1970 increasing numbers of institutionﬁ'were
facing finaacial difficulties as the flow of funds ffom various . :° . L
sour/es’ceased to rise at the rapig rate that had been experienced .. e
_ ‘from the late 1950s to about 1967,1° .~ .o» - o

-
-

PRt

;:;7”5 He”suggested that there‘was a "clear connection between the extraordinary growth of

* the first seven yeafs of the decade and the financial stringency that began to

emerge toward the end of the decade." With the increase in enrollment institutions
had also increaSed the quality and variety of coursge offerinos,-had expanded special
programs, had increased the proportion of graduate sgudents. All of these deVelop- )
lments added cost, and these, plus growing rates of inflation, contributed to sharp .

-

increases in the cost per student, : ‘ : e,
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Cheit 8 study was of 41 institutions, but considering these o a we hted basis, }"
.and as Eﬁpresentatives of higher educational institutions nationally, it was pro-
jecged that 19 percent of all colleges and universities were in financial diffic ty
and an additional 42 percent were on the way to financial trouble, Only 39 percgnt
appeared at that point not to be in financial trouble. On the basis of the st/Fy,

it was inferred that private institutions were more likely to be in financia

difficulty in the spring of 1970 than were public institutions, that univ rsities,

when compared to other types of inStitutions, were -even more likely tg“be in

1]

financial difficulties., Comprehensive public colleges and two~year colleges were
. M . ‘

least likely to be in financial difficulty.

Earlier that year, in May, 1970, Business Week ran a three~page story on the

financial crisis on the campus, and referring to efforts of two small colleges to

avoid disaster went on to say:
Such incidents, obscured by the daily barrage of headlines about R
' _campus unrest, signal a financial crisis in higher-education that
- *is taking on alarming dimensions. "One half of all private liberals .
arts colleges in the nation are now drawing on their endowments
in one way or another to meet operating expenses,' estimates John -
. Talmadge, Executive Associdte of the 900-member Assn. of American
Colleges, "The number which have gone into, the red h3s increased
% perhaps fifty~-fold in the past five years." And to Robert Carr,
President of Oberlin Collegé, which has accumulated a deficit of
$400 Q00 since 1966, "the future looks grave .indeed. "2

N 4

'The story goes on to refetr to the closing of a number of schools and indicates that 4

" the problem wag facing not only ‘the smaller schools but also larger institutions

such as'Case Western Reserve, Yale, Columbia, GeorgetOWn, New York University, and
N ~ -

the University of Pennsylvania. The article suggested that inflation accounted for

a good part of‘the financial pressure, but a1so pointed out that the decline in

ffederal support Wag a significant element. . ‘ -

But the problem ﬁas.not exclusively that of the private institutions., In a
,1‘ - ‘4* Ve o, . , . !
report of the_National‘Association of State Universities and Land-Grant Colleges

.
o . . ’ » -

-




prepared in July, 1971 and reprinted in part in a publication Qf the Education

Commissian of the States, it was noted that 12 public universities had finished tbe

1970~71 academic year in the red,
Five years ago there was not a single public university in the
. country with an operating funds' deficit. Last year there were
12 that ended the academic year in the red, and 1l universities

*were already predicting that they will finish this year with . \
more expenses than'they have funds to meet, -
The trend began during the 1966~67 academic year when thd
University of Nebraska joined Cornell University, one of the two
private university members of the National Association of State
Universities and Land=Grant Colleges, in reporting an operating
deficit for’ the year. Cornell has experienced a deficit every
: year 3ince 1965-66, In 1967-68 the deficit trend continued with

- ) the University of Rhode Island joining Qornell in experiencing a
shortage of funds,

The article went on to note that the significant decline began‘in 1968-69, and
predicted a continuing growth in the number facing such difficulties, As instit=-
utions withdrew monies from general funds and savings to cover the deficits, since
some public universities are pronibited by state law to run deficits,'most of the
.‘working capital had beenh depleted, The result could only lead to demanding more
funds from the states and instituting sharp economy neasures ' Econduy measureé‘
already undertaken, in order of frequency, were deferment o6f maintenance, eliminatic
of new programs and faculty freezes and cutbacks. The article pointed to increasing
enrollments and rising inflation as the two maip,fa:tirs causing the problem;
legislative grants simply were not keeping/up with the needs. ’

Virginia Smith referred to an article in Fortune magazine in October of 1967 as
one of the early warnings of the distress o come,% . The Fortune report had been
based upon financial forecasts from 20 private institutions, and it was estimated
that the deficits of theSe institutions would be $3 000,000 by the spring of 1968
and a decade later could "elimb to $110 000 000, Smith suggested that one of the
reasons for appointing the Carnegie Commission on Higher Education in 1967 was a

A}

growing concern over college and university financing.

%7 . 8 -
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The period from 1957 to 2967 was Amerlcan higher education's.
golden decade, at least in financial terms, During that time,
expenditures in the nation's colleges and universities rose from
$5 billion to $15 billion, a 300 percent increase, In the same
period, estimated enrollment rose from 2.5 million to 5.5 million,
a 220 percent increase, But growth and revenue had not kept pace
with rising costs. The late 1960s brought increased. evidence
that higher education was in a state of financial distress far
more drastic thin the usual institution problem of making ends»meet.5

-

She goes on to note‘that by the end o£.1970 the evidence was clear that public as

well as private institutions were facing financial pressures, many institutionms,

: were delaying new prograds, cutting back existing ones, postponing salary increases
¢

and simply not filling vaéant positions. ) »

i . .
Earlier, commenting on the report prepared by William Bowen for the Carnegie

" Commission, the Chronicle of Higher Education in a story headlined "Retrenchment

Seen Facing Many Private Universities," ngted that in the face of growing economic

pressures many of the major private univeésities in the country may find it imposs~

-

ible‘"to continue to meet their current repponsibilities let alone to develop in

‘step with national needs."6 The story poigted out that while instructional costs

had been increasing at the rate of 7.5 perient per year, productivity had not
increased in a similar way. Summing up thé difficulty faced by private institutiona,
the article neferred to cutbacks from founjations in supporting higher education, a

decline in the ratio of gifts to income, competition for funds, diminishing returns

'from fund raising activities, changing composition of the student body.

Turning directly to Bowen'’s report, one finds ample documentation for the

.
r

growing instructional cost. Bowen was able to show that the.direct instructional

cost per student over éhe period of 1955~56 to 1965-66 had reached 8,3 percent per ¢

_ year forithe private uéiversities he examined, He attributed the rising unit cost

to the increased respoqsibilities of the university and the rising costs of ‘
‘< ~

educationalﬁtechnology.” He referred to some aignificant operating deficits reported
' o]

"in the last academic year for which he had data, and suggested that many other
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universiéies had avoided deficits_gply'by declining to undertake financial commit=
ments for which there was a serious need. 1In this sense, there appeared to hayve

been "educational deficiﬁé" far in excess of the reported financial deficits _
- {

\

To be sure, no major university has had to close down, and not -
even the most pessimistic observer would forecast the demise of

ahy of these institutions within the foreseeable future. But'
survival in some form or_other is hardly the test of well=-being, .
The danger is not that the major private universities will

disappear, but that,they will be unable to continue to meet their
current responsibilities, let alone to develop in step with national

needs,’
4

" Public institutions also were facing problems, Reporting in October, 1969, M.M, - .

Chambers noted that state appropriation of tax funds for higher educational

institﬁf{;ns had increased by more than 337 percent over the decade ending with

« .

1969~70, He indicated, however, that a closer review of the figure indicated

"increasing signs of and causes for disquiet and apprehension ;bout the future
support of public higher education," and he continued gy saying thag "while state .
tax support continues to rise in actual dollarg appropriated, it co;tinues to decline

., as a percentage of total income at most universities."® It was further.pointed out -
that among the state universities and land-grant colleges, tuition and fees had |
increased by an average of 16.5 percent‘during th;.ygar to compensate for lack of

l

By January, 1970, the picture seemed even gloomier. A lead ‘story in the R

funds from the state legislatures., :

Chronicle’referrgd tc a lavge private university being forced to phase out six

Ph.D, programs, a private college running ;éfﬁfips totaling $959,000 over four years,

14 .
another institution in which 91 students had to drop out because there was not

2
Fid

» ¢
-enough money to give them financial aid, another institution approving the largest

v v

tuition ihcrease in its history because of rising costs and shrinking support, and

t

" gtill another suspending a project to help 200 high school students from deprived

backgrounds to get ready for college because federal funds were not available,

N 40
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Many of the difficulties were attributed to.significant reductions in federal

supbort. It'wa% not that federal support had been withdrawn, but the rate of

.
~

increase was slowing to the point where it was not keéping pace with the rising
costs., -

9
me federal programs have been severely curtailed or eliminated

in\th¥s era of 'tight buéfets. Other sources.of support have
notl been adequ;te to pick up the slack in academic budgets...
college and university officials are perhaps most concerned about
erosion of their endowments, Continuing deficits force them to
use ﬁp their endowmént capital for current operating expenses.9

1%

It was further noted that while there was no statistical picture showing the erosion
A e
of the financial position of private universities, there seemed 1ittle doubt that
t

such an erosion was'underway. The public colleges were also curtailing programs Fi

because of cutbacks, Reference was also made to “huge tuition hikes' made at the

University of Wisconsin, and the three land-grant institutions in Florida, Indiana

University, Purdue, Iowa State‘University, the University of Iowa, and the

University of Maryland.

Testifying before‘the House Special Subcommittee on Education in March, 197@

o

Clark Kerr, Chairman of the Carnegie Commission on Higher Education, said that the

L4

financial squeeze on higher education was probably having iss greatest impact on
—

the large research universities and the small liberal arts colleges.10 During the ,

year Congress and the White House continued to battle over the amount and kind of

support that the federal government would provide for higher qgg“ation. o N

\
In the meantime, private giving apparently was on the increase, Reporting on

priwate gifts to U.S. colleges and univeraities during 1968-69, the Council. for
Fihancial Aid to Education and the American Alumni Council noted'that U.S. colleges.
and universities received a record 1.8 billion in private gifts during the year,

: \
and that this represented the largest gain since 1964~65. Two years earlier, during

1966, therc had been a decline of 1,2 percent in giving. However, the 1968~-69
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’ 2
University{s d ficit for ‘the most recent fiscal year was $600,000 and the UniVersity

would give 1: .$5,000,000. Columbia. Upivetsity was predicting a $15,000,000 deficit,

. engineering program. THe 1and-grant colleges were continuing to increase their

. 7 P, . . ° o ~ ‘ R Q
increase was largely for capital purposes, and unrestricted gifts. declined signifi-

e
cantly. Support from religious denominations showed a sharp decline in 1968—69.11

197071 ,==At the beginning of the academic year 1970-71 the financial crisis

appeared to be deepening, John A, Crowl wrote, "Me financial crf’is that peop1e in
I3 £ o
higher education have been talklng about for years Tay finally have arrived."12. He

reported that several small colleges\had closed their doors and that others were
s
reporting severe problems. A pr}sident of a state university noted that financing

. »

was going to be the most serious problem, even more serious than student dissent, .

.

that higher education would.face in the 1970s. It was reported that Princeton

l
was projecting a deficit of more than $2, 000 000 for the current fiscal year. , A

small college in Missouri was offering to rename the institution after anyone who

and St, Louis University was closing its school of dentistry and phasing out its

’

charges, Crowl summarizeg, "Put in its simplest terms, the problem facing most

‘ colleges‘today is this: At a time when the costs of operating a college arg'rising

i

dramatically and rapidly, traditional sources of income, although increasing, are

climbing rather-slowly."13 ‘Inflation was reférred to as one of the chief causes of

Y

the problems, but along with that was the increase in building’costs and- the

increased costs in equipment and .supplies, .It was reported that 21 institutions had

. ¢losed in the course of the past’ year, . \ ‘ ’;;,
a ‘ . .

As the year wore or, M,M, Chambers reported that in spite of an increase of ’
nearly $1,000, 000 in funds to state institutions in 1970-71, it appeared that a
growing number of public colleges and univefsities would bg ‘forced to curtail ‘
programs and services. Even though the gains ingqppropriations were impressive they.

were not able to keep up with increaged demands, costs and inflation. The NatiOnal

to. .
’ \
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Association of State Universities and Land=-Grant Colleges said that, ."Austerity

operations are becoming a fact of life for a,éfowing numbér of'institutior‘ls."14
4 .
The new year of 1971 was greeted with more gloomy reports., At the meeting of

.

the Association- of American Collegeé, a report of'a study of 500 colleges and

universities indicated that the average private institution went f:oﬁ a small

-

operating surplus in 1967~68 to a-small deficit in 1968=69, that “the deficit

ﬁultiplied b& a factor of five by 1969~70 and that it was éxﬁected £o be even.larger
by 1970-71. It was estimated that the total def;cit e#feripnced by the private

. ﬁﬁiggher educational institutionsg over the four~year period was nearly é3%0,00q,000.
The researbhér, William ﬁ, Jellema, reported 52§£ "most 0911ege;'in ;hg fé% are
spgff;g’in the red and many are getting rqddéﬁ?gghile colleges in the‘%labk are

’ generally grQw;ng'grayer."lS Hé stated that the Eost common response to the deficit

? .

waégib borfgw, either from lending institutions or from :ZEir own current funds.

» -~

that they were spending
~
unrestricted endowment principle, Other actions to meet the deficits included

. 3
About one=fourth of the 554 institutions surveyed indica

raising tuition, increasing funderaising activities, deferring maintenance,

.

retrenchirng expendithrés, trénéferring funds from other reserves, spending principle

¢

of funds functioning as endowment, reducing depfeciation loans, spending appreciatior
on endown@nt funds, One of the significant facto;s coPtributing to the poor
financial condition of the private colleges was the increasing amoéjt of money the
institu;iqns were spending on student aid. As tuition goes'up, more students needed
* more aid, . o ) “,
In respoqsg to the tightening financial situation, colleges Legan cutting
budgets and effecting economies wherevér pogsible, As the budget~-making bé;an for
1971-72, colleges wére cuftingla<penditufes in the current year and allowing smaller

increases in spending for the coming year. John Crowl reported in February, 1971,

that exponditures at some institutions would be smaller in 1971~72 than during the

’
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1970-71 year, in spite of continuing inflation. He quoted the president of Bowdoin
College who contended that the financial situation was "érowing worse rather than

bett%E:_gpd‘that colleges were beiﬁf forced "to reexamine their entire program."16

L]

New ;id from faderal and state governments, hoped for by many, was not forthcoming.

L 3

The taé& became éhat of "trying to pafa\expenditures as much as possible without
sacrificing ca;Lmic qudlity or institutional morale.“17 Crowl noted that virtually

all of the colleges had announced budget cuts. Princeton University, for example,
3 & '

was recommending expenditures of nearlg $1,000,000 less for 1971-72 than £8r 1970-71

and was also, calling for a tuition incieage. The Univetsit& of Maryland announced

o

no faculty or staff vacancies to be filled for the remainder of the current year.

Michigan State University had asked its administrative units to cut their budgets

1.5 percent in Ehe current year, Canadian institutions were facing deficits as well,

" and MeGill University in Montreal, anticipating an $8,300,000\gefigis‘i? 197172 and

>

. an even larger deficit in the following &ear, wag making plans to cut $3, 500,000

" from its budget. Stanferd University, which earlier had planned to cut by $2,500,00.
over a fg%ggyegr period had revised its goal to cut $6,000,000 over a five~year
period, .

A week aftetr the Chronicle summary appeared, in the‘meeting of the American l
As%ocia;ion of State Colleges and Universitieg the President of the Agsociatidn
suggested that concern with "fiscal ban%;uptcy" had replaced studen; unrest as the
top worry of the state college gqgsidents. He said that the group wasg predicting
"a financial crisis that is rapidfy worsening for public as well «@ipriVate colleges
and unive;aities."18 . i

The news continued to worsen, and.ih assessing the trends among the legislatures

holding regular sessions in 1971, John Crowl noted that the legislatures intended-to

~ ’ ! :
keep a close watch on how money would be appropriated, In a survey of 33 state .

boardsT all but four indicated that financing would be the most serious problem
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facing the legislatures that year.l9 'S8igns of the time included a bill introduced

-y

in the Illinois 1egislatdre to require public institutions.to report to the state

i = .
government all income Qther than statg funds, consideratien in the Iowa legislature
of a measuré that would forbid the Board of Regents to grant paid. sabbatical leaves

-~

to faculty members and the move in Indién&, one of the few states at that time

“
~

without a stafé coordinating agency, to i;;ablish one. It was also reported that

11 states were*considering some form of reorganization of the state system of public

higher‘educatioh. TheQZbancéllor of the community colleg® system in California said

that those institutions were facing their worst financial crisis ;ince the Depfesgion
In the latter part of February, 1971, in the annual report of the Carnegie

Corporation, Alan Pifer said that the financial problems of private idstitutions

could well be the first stage in a progressivel& worsening situation ending in

their demisge,20 -,

" Then, to make mattgts worse, the report of the Council for Financial Aid to
Education in April, 1971, reported that private gifts to U.S, colleges and univer-
sities ghowed a dollar decrease for the first time in more than a.decade. - The .
reporting was for 1969-70, and revealed ap, income $20,000,000 less than for 1968-69,
This decline was compared with a 15 percent™gain in the previous year., However,

. support for current operations had increased and the support for capital purposes
"had decreased somewhat,2l

As the year continued, there were différences of opinien regarding the nature
of the financiallcrisis. In testifying before a Congressional committee, Alice
M. Rivlin, a Senior Fellow at Brookings Institution and former Assistant Secretary
for Planning and Evaluation in the Departmen£ of Health, Education, and Welfare, -
argued that there 'was no general crisis of higher education finance., She said,

’

"rather, there are several sets of factors affecting various kinds of institutfons

“@

in various ways at the same time, some permanent and some temporary."22 At about




' the sémc time, the Associatiop of Governing Boards of Universities and Colleges was
neeting in Cincinnati, Ohio. ~The group seemed to hgve no doubt but that there was a
financial crisis, and speakers at the meeting called for sweeping academic reforms.i
It was even suggested by one speaker that the financial’pressures might lead to
reforms and efﬁiciencies that‘would be to the ultimate good of education,23

By July, l97l. the National Assaciation of State Universities and Land~Grant
Colleges reported from its Ihrch-April survey. that 41 of the 76 public instit0tions
responding to the survey had failed to increase their budgets by 1Q percent.24 That¢’
same week the 39 new presidents:participating 1n\the Annual Presidents Institute
o€ the American Council on Education reported they were more worried about money

and less worried about student unrest than had been the cése among previous

participants in the annual conference.

o m——e

1971-72, --The academic year 1 1971-72 began on the gloomy note that more than lOC

private colleges and universities were facing fiscal disaster. The report came out

of a follow~up ofra survey condudted in 1970, The director of the survey, William
W, Jellema found that in the estimates.for 1970-71, the average private college had
underestimated its 1969-70 deficit by nearly 25 percent. Mbreover, the average
deficit for 1970~71 was nearly eight times larger than two years earlier. If such
deficits were to continue, nearly half of the nation's private colleges and univer=-
sities would be bankrupt within ten years.25 Jellema had asked the colleges during
the summer of 1971 to provide him with actual 1969-70 figures and to update the
Hl970-7l projections. He foupd that the average private institution, which at an
earlier date had estimated that its 1969=70 deficit would be $104,000 actually
'incurred'a'$l3l,000 loss. And, whereas earlier the colleges had projected a deficit
of $120,000 for 1970-71, they were non projecting an average deficit of $158,000.

Jellema estimated that 122 of the 507 colleges surveyed had exhausted their liquid
]

-

assets and had no usable reserve funds to draw upon to cdver future deficits.

" 16
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Ag the year continued, there were reports that dismissals of tenured faculty
members were becoming more common in budgetecutting, A report by the Association of
American Colleges found Peven of 54 liberal arts colleges replying to a survey
indicating that.thex had already been forced to terminate at least one tenured
faculty member in anyeffort to save money. Several other institutions were
anticipatipg similay action.26 1In November.the Cooncil for Financial Aid to
Education reported that. contributions to education by U.S. bosiness corporations
had decreased in 1970 for the first time in 12 years., The actual dollar decrease
was on the order of 9.3 percent.2’ |

Early in 1972 it appeared that a turnaround was occurring. The Council on

Financial Aid to Education reported that in 1970-71 private gifts to U.S, colleges

and universities, after experiencing the decline in the previous year, had again

increased and had reached a record high. Major cause for the increase was the

giving of alumni and "non~alumni individuals." Income from ;he?é groups compensated
for the decrease in contributions by corporations, foundatiops, religious denom=~
inations and miscellaneous donors.28 ,

1972-73,.-~-As the 1972—73 academic year got underway, the annual survey of state
spending on higher education reported by M,M. Chambers indipated that the rate in

growth of state support had decreased with the appropriations for 1972-73, While

* -

appropriations overall increased, the rate of increase yas considerably }ess than

-
o

for a previous two=year span.29

g a4
-

:

By December, 1972, one writer was suggesting that bhd financial crisis was

i

easing. Robert L, Jacobson reported that, "for the first time since higher

. education's financial problems reached the crisis' stage several years ago, a
sizeable number of private colleges and universities have begun to reports signs of
recovery, »30 He wrote that inxa nsgber of cases operating deficits had'declined or

B
1

dinappeared, that alumni contributions were up and that the institutions, according
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to their own estimate, had become more skilltul in managing theirHEIHEEEiai affalrs.
A number of those interviewed suggested that the main factor wagithat institutions .
were beginning to apply more effective management procedures., An examgle’given was
Syracuse University which had a deficit of over SSOO 000 the previous year and .
deficits of .$1,000,000 each during two prior to that. Tne University imposed a
moratorium on salary increases, froze budgets in some departments and out budgets in
others, Now, Syracuselreported that it expected to raise salaries by aboyt five
percent in January and to finish the academic year without a deficit. In‘addition
fo‘claiming better management, the college said that enrollmehts were up and that
tuition had been increased, In the meantime, the‘National Commission on the Finan-
cing of Postsecondary Education, appointed in 1972, was underway. ‘

. In April, 1973, Earl Cheit who had coined the term ''the new depression in

higher education" made a second report. This report was based on a detailed follow=

‘up of the same 41 institutions on which he had reported in 1971. He found that by .
increasing their use of cost-control measures, the majority of the 41 had managed to
escape or avoid serious financial trouble in the intervening period, As a matter of

- ‘“-..‘

fact, 26 of the 41 institutions regarded the current financial situation to be the
same or better than it wasg two years earlier, However, 18 of the 41 institutions

expected the situation to deteriorate if the present trends continued over the next
31 ' \

\

three years,
The Council for Financial Aid to Education reported another record year for
1970-71, Whereas in the previous year it was the increasee in alumni and other
individual gifts that accounted for the growth in contributions, it was a ma jor
increase in contributions by foundationg that made the difference for 1976-71. Also,
there were significant increases from business eorporations as well as continuing

increases from alumni and other individuais,32 ‘ .
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when in January, 1974, it terminated the employment of 104 faculty and staffﬁbers

,0f serious and wide-spread financial difficulties among_colleges and universities,

i

l973-74.--With the beginning of academic year 197374, optimism seemed to be
==

increasing. Reporting in September,~l973 Beverly T. Watkins found a '‘cautious ' -

optimism and cautious pessimism" characterizing “the fiuancial mood of the nation 8

colleges and universities as academic year 1973=74 gets underway."33 She found that -

many of the private colleges were showing signs of recovery, although some were

hesitant in aaying that the long-term picture was as bright._ On the'other hand,‘the.'
number of‘puhlic colleges confronting serious financial problems appeared to be on

the rise, The American Aasociation of State Colleges and Universities was reporting
that the proportion of institutions in its membership experiencing critical and

severe financial problems was on the rise. ' . >
,' " By October, 1973, Bloomfield College, a private college that sought to restore
stability by cutting faculty and abolishing tenure was in the midst of a battle

which subsequently led to the clasing of the institution and placing it in a

receivership for bankruptcy. Southern Illinois University gained national attention

in order to reduce budgets.‘ With the advent of thé energy crisis, collegeslf
.

) / ’

universities in the early months of 1974 were faced with sﬁarp increases in heating

costs, The financial crisis was far from over, ’

|

In February, 1974, the American Council on Education was arguing that in spite

the future was much'more positive., The analysis was presented b& Carol Van Alstyne,

Y L)

and contended that tuition revenues would continue to grew, that state support was |,
M . AN *
. \\ v . ’
increasing, that corporate profits were up, foundation support was beginning to

increase again and that federal support was increasing at a rate faster than any
other time in'the last five yeara.34 : v

- . . -

Once again, private giving to the suppo¥t of highér education increased. 1In

[}

reporting for l972~i3, the Council for Financial Aid to Education found anotHer

a

< ?
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record year, This time the major course of the .in¢rease was gifts by individuals

and parents of students, The increase overall from the previous year, 1971-72, N

as 8.7 pe'rcent.35

Bt eatlier in the year, a study by the University of Michigan s Center for
‘ the Stud& of Higher Education suggested that inflation may be obscuring the true

condition of financially troubled colleges. The study was of 48 private colleges

over a period between 1964 and 1973, It was found that the spending per student
increased fro; $1, 849 per student in 1964 to $3, 282 in 1973, a ri'se of 77- percent
in nine years, Applying a correction factor for inflation, however, it was found
that the actual spending per student had increased only ten percent over the nine=-

year period and that during the past two years it had actually declined slightly,

from $2,075 to $2,036. The study suggested an even greater decline in speriding in

terms of uninflated dollgrs per student., On the other hand, the number of colleges
operating in a deficit within the study had decreased between 1972 and 1973,36
. In May, 1974, the President of Georgetown University was cautioning that

Phase II of the financial crunch for private higher education was just around the

v
M ’

corﬁer. He was convinced that in Phase II more private institutions would disappear,

The problem, as he saw it, was that during the first phase of the financial crisis

budgets had been reduced drastically and tu%fioﬁs had gone up. 1In the next rodnd,

neithex possibility may be open to private 1nstitutions.37 {
'In June, 19{?, we begee to read announcement.s about the way in which funds were

again shrinking; A report from the National Center for Educagionel Statistics

suggested that endowment funds of the nation's colleges and univer;ities\hae shrunk.

by 1.1 percent during‘fiscal year 1973.%? In November, 1974, Sidney ,P, Marland, now

president of the College Entfance Examination Board, predicte& that student financial 4(

funds for hiéher education from federal, state, and private resources would probably

hd AN

h)
be two billion dollars less than needed for. the 1975-76 academic year.39 And during

the fall of 1974 foundations were reporting eutbacks in their funding,

FRIC oo 20 | |
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In November;’1974, it was.noted that more and more U.S. universities were
: ) 7~
‘making cantacts overseas in‘their search for funds.,%0 1n thé meantime, states
were reported raising their contributions to higher education, Karen Winkler in

.November, 1974 reported an increase in student aid of 25 perc%Ft, thellargest

increase in histbry. It was noted that a decade ago only 12 states provided student

/

' assistance programs but that now 22 have such programs unglerWay.41 ' /

/ ——

, %, !
1974=75.~~The situation in late 1974 is mixed, For some private colleges, a.

¥

combination of increased tuition and wide~ranging economies seems,;é have restored

5 ' .
~

a measure of fiscal stabilitylto the enterp;ise; Others are still.accumulating

| debts at a frightening rate, and the sound of closing doors contin@és Some

observers are convinced that the combinatﬁon of increased tuition and cost-cutting
v H

budgeting has’reached something of a logical limit; there are few places left to

ES Lo

cut without impairing quality, and tuitions may have reached the upper limits.

Others are convinced that neither is the case, and that there .are in addition other

ugtapped sources of income,

Among tax-supported institutions the picture is also mixed. In some, enrpll-

ment pressures continue, and appropriations, accordiné'to the institutions, do not

/

keeé up with the costs.; Heavily dependent upon the appropriations, .these instite .
'utio;s find that for every student Aot covefed with increased fundslthat meet thé
1ncreaseq cost of education, other cuqbgcks are required, Still other institutions ;
have expéxienqed drastic de?lines ih enrollment, Four=year public colleges have
" been tﬁe harde;t hit with the recént shift in enrollment patterns; these colleges
are being forced to re?uce'staffs and services., An earlier monograph in this seriqs 5

reports on the implications of recent changes in gnrollmént patterns., But perhaps

Edwarxd Witkowski .gtates the situ@}ion as well ag it can be .summarized:

-
[ ! ' N . . R
i B a . *
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Higher education now finds itself caught betwéen declining
enrollment on the one hand, and increasing demands for new
and varied services on the: other, Declining enrollments
have had a nufiber of immediate effects, First, in those
schools, most notably state-supported, where allocations are
tied directly to FTE enrollment, faculty and staff must be
reduced to compensate for fewer students. .Not only does
this reduction and the threat of further reduction in staff
.reduce the abilities of the faculty to specidlize in itis -
teaching and perform non-teachlng duties such as research
and commnity service, it also changes the whole gestalt of

'+ the university. Faculty members who once worked together,

in a spirit of community now occupy, their time speculating
on the effects of cuts at the institution, their department,
and themselves, Hard decisions on hiring -and firing produce
an atmogphere which is scholastically countexgfroductive,.*
Competition rather than cooperation is now the watchword,

He suggests that in addition to the effect it‘has on staff size and morale, the
decline in enrollments limits the ability of higher educational inst®€utions to
carry on innovations, .

In this mixed picture, one is tempted to g0 back to an earlier statementamade by}
Alice Rivlin, namely that the crisis as such is not a single crisis but represents a,
variety of happenings and pressures affecting different institutions in quite
different ways.zf3 Theré seems to be no simple way of describing either the natd%g;of
the finarcial pressure or the reaction of institutions, Yet, financing, or the lackg'
of it, comes to be a major topic of discussion among college and university admini-

strators and faculty at glmost every professional gathering, Faculty, facing tiéht-

ening tenure regulations, deans being asked to reduce budgets or to live without

" increasing them, presidenits seeking additional funds, all of these, and more, are

convinced that however it is described or whatever the terms, a financial crunch is
a fact of life, . - . ¢
v '}

We have tried to pregent anm overview of the waA in which the financial crisis
appears to have developed) It is faint,comfort, however, té\rﬁ:ord the grim details.

What is of concern to so many persons in and outside of higher ducation‘is, what is

to be done about the situation.a But, anyone expecting a simple and all~embracing

-
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response is doomed to disappointment. We can only report wh;t some writers and
some institutions have discovered about. the situation and suggest hoy they are
dealing with it. The rest of this report will deal with th2se kinds of statements.
We begin with a rébiew of sources éf income and ask as to whether there is any way
of increasing these sources. We tggp go on to discuss categories of expen@itures
and whgg,institutions have attempted to do in becoming more "efficient" through
instituting ecohomies@.(We then turn to general issues of policy as these relate to

both income/;nd expenditures, and we note what several national commissions have

suggested as possible approaches to dealing with the situation,

-
L4
.

Patterns of Income

®

The broad categories for displaying sources of income are fairly well accepted=--

tuition and fees, support by state and local government, income from the fegeral )

government, gifts from private philanthropy gnd endowment earnings. These constitut.
the basic categories of Educat;on and General income. Refinements of the categories
T are possible and are used by institutions in reporting income for various purposes.

To the Edgcational and General incoqggére gene;ally added incoﬁe\frOm Auxiliary
Enterprises and Student Aid., This use of the categories is fairly well established
and accepted, , What is diffiZult to secure are comparable figures from one report

<

or study to another, The a;nual reports=--always issued two to four years after the
actual year of experience-=of the Department of Health, Education, and Welfare are

not always comparable from year to year. For example, in 1968-69,'these reports

ingerted a new category, "'Other Current," which included major public service \

programs previously reported under government research, related activities, and in
other portions of the Education and General revenue. Yet,‘ the data collected by HEW

remained the most comprehensive available to reviewers, In the summaries that

follow the basic source will be the data of HEW, but we ghall also be drawing

4 .
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heavily from the report of the National Commission on the Financing of Postsecondafy
Education44 and seVeral of the publications of the Carnegie Commission on Higher*

Education, particularly the report by June A, 0'Neill.%3

Overall Distribution of Income.~~Total income for current operations for

institutions of higher education in 1971-72 could be 26.4 billion, 29.5 billion or
30 billion, depending upon the source of information ons used. All of the figures
are ultimately derived from data provided by the Department of Health, Education,
and Welfare through the National Center for Educational.Statist cs., The first figure
is that reported in June, 1974 and derived from cata made avaéijcle by the National-

Center for Educational Statigtics.%6 Incidentally, this was/the same figure, or one

very close to it that was used in a report of College Management in January, 1972,
in which the estimated income wasl26.5 billion.47 The second figure is taken from
bthe report of the Commission on the Financing of Poscsecondarf Education and refers
to total supnort provided American colleges and universities in 1971~72,48 The last
figure is one used by the Committee for Economic Development in a report on financing
of higher education issued in October, 1973,49

Some of the differences in tha’above figures are due to rounding, and others
are due to different ways of calculating what constitutes actual income. For
example, in many of its calculations, the Carnegie Commi931on suggests that leavino
student-aid income in the educational income account-is probably to double count it
as inscitutional income, and the Commission subtracts this amount frcm many of its
calculations.so‘"But whichever source onc uses, the increase o;;r the past few
decades is impressive., Using figures directly from HEW publications, we find that
total income for 1939-40 was in the vicinity of 720 million. By 194950 it had

climbed to 2.4 billion, in 1959-60 it was 5.8 billion, and in 1969=70 it wa§-21.6

!

billion,u




o the 'Commission on Financing Postsecondary Education is shown bg}ow.

o v Table 1
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Fo; the analyses that fQllpw we are more concerned about the way in which’ tie
income is distributéd accordi o fo source than-with the gross dollars involved. The
Commission on the Financing of Pbstsecoﬁdary_Educ;tion observes that one must have a o
frame/of referenée with which to assess datai%or planning. One wvay of establishing -7
this frame of referenée is to identify level of figancing ﬁby source and recip-
ients."51 Using the data for 1971-72, the last year for which "reasonably complete'
data are available, and following the calculétions of the Commﬁssion, we f%gd that
tuition and fees éonsgituped over a third (34.9‘bercent) of the total income for °
current operating purposes. However, as the Commissiofl observes, of the estimateh\
10,3 billion in guition and fees, only 5.9 billion can be said to come dircctly fro;
students and their parents. The Commission attributes most of'the remaining 4.4
billion to federal grants and to a limi;ed degtee to state anq'iocal government and

private philanthropy. On this basis, tuition and fees are seen to constitute 20,0

percent of the total current operating expenditurés. The disQribution, according

Major Sources of Income for Postsecondary Education, 1971~72
’ (In billions) i

Sources Institue~ *  Percent
of tional Aid to Total ", of
Incoma Support Students Support Total
Student payments for $5.9% - $5.9 20,07
tuition and other fees , B
gtate and local 9,0 0.3 9.3 3L.6
government:
¢ . °
Federal government 4,2 . 3.9 8.1 27.4
. ok
Private philanthropy 2.5 } 0.2 . 2.7 9.1
and endowment income
Auxiliary enterprises 345 — ~ 3.5 11.9
and other activities \
Total $25.1 84,4 $29,5 100,0%

*Net of aid received by students from public and private sources and paid to
institutions for tuition and fees.,

Source: National Commigesion on the Financing of Postsecondary Education, Financing “

Postsecondary Education in the United States (Washington, D.C,: U.S. Government

Printing Office, 1973), p. 69.

: - 25




. 21 .
State“and locai government provide the next largest portion of the, income, just'over
30 percent, ggwever, when one allocates a portion of £he student fee‘income to -the
Btate and local_government; the proportion becomes 31,6 percent.
on the“face of it, the federai government contributes only 14.2 perclent to the
total current operating expenses. When, however, that portion of the student fee
derived from federa1 support is included, the federal govermment provides 27.4

’

percent of the current operating expenses.

5

. Private philanthropy and.endowment income provide approximate1§ 8.5 percent of
the total income.. Again, if we assume that a part of the/gtudent payment for
tuition and fees is provided by private Jphilanthropy, this proportion of the income
increases to 9.1 percent, . ’ o -

Auxiliaty enterprises and other activities provide 11.9 percent of current
operating revenue,

Both, in the analysis bp O'Neill and that of the Commission on Postsecondary
Education, the;e appears to have been an increase in the proportion‘that gross
‘ tuition and fees constitute current income. Using data from the U.S, Office of
Education, the Commission shows tnat gross tuition constituted 17,2 percent of ’
total current income in 1961-62, while in 1971~72, this source provided 21.9 percent
of the income.52 (The difference between the 20,0 percent used by the Commission in
the earlier reference and the 21,9 percent used in this reference is due to the
employment of different base figures,) O'Neill, calculating the proportion-that
gross tuition and fees constitutes of Educational and General income (excluding
auxiliarp enterprises and related activities), shows that for an earlier period,
the trend was almost in the opposite direction. In 1939-40, gross tuition and fees

constituted 3o.1 percent of Educational and General income, while in. 1967-68 this

source constituted 25,7 percent. 5

.
, .

\ ) .
* . -
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What at first seemd to be a contradiction between these two reports may not be

one at all, Recoéhizing that data from year to year provided by the U,S. Office of

Education, under its various designations, are not altogether comparable, we hﬁie
calculated for each of the major sources ol income the proportion it constitutéd of
Educationa% and General income; Because we have not ma%g some of the adjustments
e;ployed in both the Commissia? and 0'Neill's reports, the perceﬁtages are somewhaq .
diff;rent, but the trends seem to reflect those found in O{Neill's studies and\fér
more recent years show how the apparent differences between the Commission report

and O'Neill's report may be reconciled, First of all, shown below are the trends for

! ' :
gross tuition and fees. Note that the highest proportion for gross tuition and fees

is indicated for 1939-40, the first year for which O'Neill reports. Note also that

after 1967-68 there appears to be an upward turn in the propgrtion in which tuition

and fees congtitute Educationel and General expenditures;
Table 2

Tuition and Fees as a Percentage of Educational and General Income

/
: 1909-10  26.5%  1949-50.  21.4%
1919-20  24,3% 1959460  24.6%
1929-30  30.0%  1967-68  24.3%
1939-40  35.0%  1969-70  26.87% 7 Cv

The overall generalization might be that in spite of the vay in which tuition and
fees became a larger portion of current income during the 1920s and 1930s, this
source has constituted overall, a remarkably stable proportion until the late 1960s,

Gross tuition and fees have accounted foﬁ!?pproximately 25 percent of Educational .

§

and General income.

-

L]

 The Commission on'Postsecondary Education does not attempt to provide an over~

view of the trends,in state and local or federal financing. Rather, it analyzgs in

-

considerable detail recent &evelopments in thege areas. 0'Neill53 ghows a fairly

>

stable proportion of incomé from state and local goverpments from 193940 to f967-68,

Py
’
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and notes a significant inéré#se in federal funding in 1953=54. Again, using gross

figures from reports from ther.S.‘Office of Education, we have the following
’ i
distribution of federal, state and local funds. The table below shows the proportion

that federal, state and local governments have contributed to Lducational and

<

General income., ° :
* »

Table 3

Govermmental Funds as a Percentage of Educational and General Income

Dates +  Feteral Percentage State and Local Percentage
]
1909-10 6.6% 29.0%
1919-20 7.3% 35.6%
1929-30 4,27 31.5%
1939-40 6.8% 30.8% -
1949-50 28.5% 30.0%
1959-60 22,1% 32,5% {
1963~64 27.6% 30.4%
1967"68 2‘*.37. 34 00%
1969~70 16.3% 39.8%
4
{&

Ve must caution that for federal as wellvas for state and local sources, the
proportio;s are prpbably, particularly in recent years, uﬁaerestimates. As the
Commission on the Financing-Qf Pbstsecéndary Education has pointed out, substantial .
income from federal sourcesﬁ:> hidden in thg gr;ss tuition payments. But even with

-

these corrections, ye note the sYgnificant increase in federal funding that began
Y .- .

in the 1940s,

/

The sharp decrease in federallfunding for 1969~70 may be somewhat distorted,
“since it.wap in that year that the Offng of Educati;n had separatéd‘income fq; R '
and D centers, hospitals, and placed it under a new category. If one takes a portiou
of that income and places it back again into Education and General and considers it

as federal- support, the percentage goes up somewhat. A fair estimate would be some~

where between 22 and 23 percent, Yet, the policy.of the federal government to cut

\

[
. -
. . R
. . . .
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back support for research and certain other programs in 1967-68 is still fairly ,
cleal-rly indicated. \ .

The pattern for ﬁrivate giftq and grants shown by Q'Ne11153 indicates an
increased proportion between 1939-40 and 1959-60 and a decrease in 1967-68.,
Referring to the data provided b;ﬂthe U.S. Office of Education and calculating the.
proportion over a longer period of time, we show the following trends.

Table 4

Private Gifts and Grants as a Percentage of Educational
and General Income

1909-10 4.85 1959-60 8.05

1919-20 4.35 1963-64 7.05
1929-30 -5.35 1967-68 6.15
1939-40 7.05 1969-79 6.07
1949-50 6.40"

This Qablé shows that priv;te gi}ts and grants constituted just under 5 percent of
Educational and General income in21909-10, that this source providad 8.05 percent
in 1959-60, and\then began to decline to 6.07 percent in 1969-70. O'Neill does not
show as sharp a decline in the period for which she provides data, but the same
general trend seems apparent,

Endowment earéingsqhave become less and less a source of income. Ag O'Neill
shows, in 1939-40 end;wment earnipgs produced 13.5 percent of current income, while
in 1967-68, thi %Surce provided only 2.8 percent of Educational and General income.

k;/é_gjmilar pattern is revealed over a longer pgPiod of time in the table below,
j4

>
»

Table 5 \

Lew T

Endowmeﬁ% Income ag a Percentage of Educational and General Income

‘

1909-10 17.4 1959-60

4.4
1919+20 15.2 1963-64 3.4
1929~30" 14,05 ' 196768 2.6
1939-46 12.4 1969-70 2.7

, 1949-50 5.2

i N ‘
v
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income, declining slowly until the 1940s, when increased federal Yncome changed the
pattern of financing significantly. From the 1940s to the present date, endowment
income has constituted a small proportion af Educational and Gener 1 income,

The preceding description has made no distinctien between p?b ic and private
instiéutions, nor has it made diseinctions between typee of inst%tu ions, public or
pri&ate. The Commission on Postsecondary Education shows that inil 1-72, tuition

provided somewhat over one-third of total income for private institu ions, while it

n 1967-68

¥

tuition and fees constituted 43.8 percent of the income for privateiin?titutions

constituted only approximately 15 percent of the income for public injtitutions.sa

Using Educational and General income as the base, 0'Neill shows that

and only 14.7 percent of the income for public institufions. But eﬁen this does
not provide the full story, since by the late 1960s. some private insfitutions were
deriving ?5 to 80 percent of Educational and'General income from tgi;ion. Indeed,
some were approaching 90 percent dependence on tuition and fees,

Income from state governments, exclusive og that channeled throuéh tuition,
constituted less than 2 percent of the income for private institutions:aﬁd over 56
percent af the income for public institutions. Federai income provide& over 30
percent of the income for private institutions in 1967-68 and jest over 22 percent
of the income for public institutions in 1967«68,95

Philanthropy provided comparatively more income for private higher educational
institutions, 0'Neill shows 12.7 percent of the income for 196§%68 in érivate
institutions being derived from private gifts and grants, while only 2,6 percent
wasg received by public instiéut}ons; Our own calculations show that in 196970,
afproximately 13.3 percent of the Educational and General income of private

institutions was derived from private gifts and grants. Both our figures and those

of O'Neill show considerable fluctuation between 1939~40 and 1967-68.

» :‘
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Likewise, private colleges receive comparatively more from endowment than do
. ' { .
public ingtitutions. According to O'Neill's figures, in 1967-58 endowment . earnings

constituted 6.6 percent of Educational and General income for private institutions

B +

and only 0.4 percent for public institutions, '
Ag we suggested at.the begiﬂning of this summary, while individual.institutions’
will and do vary fro? any average distributions, we need some ¥rame of reference
from which to assess data. These distributions p%ovide eucb a frame of reference.
., We now turn to a consideration of some of the issues relating to each of the sources by
of income,

Tuition and Fees as a Source of Income,~=Few matters are as roundly debated in

current literature as those relating to tuition charges, It is not difficult to {
understand why this is the case, because one's position with regard to tuition can

reflect in many ways basic attitudes toward ﬁigher education, While the immediate

-

reaction to proposals eit@er to increase or to decrease tuition may be based on

costs and the need for more or less revenue, the question of whether tuition should
3

constitute a larger or smaller proportion of costs is essentially, to use the title

* i

of the Carnegie report, one of "Higher Edecation: Who'Pays? Who ﬁenefits? Who

@
- -

“ Should Pay?"56 In an earlier treatment of the same theme, M,M, Chambers asked the

question 'Higher Education: Who Pays? Who Gaing?"37 Ag a nation, the people of
- )
the United States have accepted the principle that common schooling should extend

through the secondary level. qhile attending such schools is not totally without

cost, by public policy we are committed to providing an essentially free and tax-

(2

supported system of schools thfough the elementary and secondary levels, Such is not

the case in higher education, Or, at least there is no uniformity of opinion regard-
’

ing the extent to which higher education shogld reflect the same principle as that

found in aecondary education,

3

’
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The issue may be one of assigning benefitp. We seem generally to be convinced

that free schooling through the secondary level ig important because society as a |

)

whole benefits from haviné an educated citizenry, In its report of June, 1973 the
- M ﬂ >
Carnegie Commission, however, suggested that at the postsecondary level it may be .

]

the individual who primarily benefits, - ' ’ ) 4

No precige~=or even imprecise~=methods exist to assess the
.individual and societal benefits as against the private and
the public costs. It is our judgment, however, that thé .
proportion of total economic costs now borne privately
(about twos=thirds) as against the proportion of total
economic costs now borne publicly (about one~third) is
generdlly reagonable, We note that for one item=~additional
earned income by college graduates=-about two=-thirds is kept
privately and about one~third is taken publicly in the form
of taxes, We also note that this two~-thirds to one=third
distribution of total economic costs has been a relatively
stable relationship for a substgntial period of time .58

In basic disagreement with suc? a position, M.M, Chambers has earlier stated, in

keeping with a long=held conviction that higher education "benefits" every citizen,

of whatever age, sex, or educational status; hence its cost should be equitably

apﬂbrtioned to all by means of a tax system adjusted to economic conditions, In.

L 4

short, "higher education is essentially a public function and a public obligation=--
not a private privilege or a private caprice."sg He refers with approval to a

statement made by the Iowa State Board of Regents adopted in 1967:

. ' The state university is an instrument of the open democratic

A society., Its hasic function is to open up opportunity to
young men and yomen of all socio-economic classes, and in so
doing to provide an abundant supply of educated people to
gserve our economy and our society,

One of the most significant American innovations and one of
the most cherighed American ingtitutions has been free public
education, The idea is well established that education at the
elementary and secondaty levels should be free to all regardless
of socio-economic clagg., Since the founding of our public
universities and especially since the land=-grant movement
starting in 1862, under Abraham Lincoln, it has been equally
accepted that public higher education should be open to all at
low cost,00

L 4
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Or, to put the matter in other terms, education may be viewed either as investment

+

or consumption. As John Vaizey observes:

1
Goods and services can broadly be divided into two classes:

those from which consumers derive immediate benefit, which
are called consumption, and those whilch are used in production
to produce over a long=-term, called investment. Education

~ “must be one or the other, or both,6l ~

He goes on to say that education is a consumer good in that people value it for
. . .

itself, and spend their money for it; they decide to spend money for education
instead of for other things. It is also an investment in that it produces long=-term

results, not only for the people who themselves are educated but for the larger

society. The issue becomes then, at the risk of oversimplification, that there are
some who émphasize education as consumption, for the immediate benefit accruing to
those who participate in it, while others view it as investment, with the benefits

accruing to a larger portion of society and over a longer period of time.

K
-

The differing points of 3}ew regarding higher education have been present for

a long period of time. The positions, however, are expressed more sharply in times
of social stress”and of financial pressure. Such was the situation in late 1973
when two reports, both appearing to lean toward the concept of education as private

consumption, proposed increasing tuition charges within the public sector. Reaction

was fast in coming. The Carnegie Commission, the issuer of one of the reports, t

subsequentlytissued a supplemental statement to explain and defend its position.62
The basic report of the Carnegie Commiesion on financing appeared in June, 1973,
and observed, as we have already noted, that about two-thirds of the cost of higher

. N
education was being borne in various ways privafely; it argued that this proportion

was probably correct. While the original Carnegie report contained a number of
. v .- .
recommendations regarding funding patterns--a temporary increase in public funding,

a redistribution of governmental costs_from the statds to the federal government,

a redistribution of student subsidiee in favor of those from low income familigs~ -

%
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an infrease in subsidies to institutions in the .private sector==the recommendation

" most vigorously attacked had to do ﬁith increasing tuition in public colleges and

.
’

uriversities uhtil it reached a level of about one=third of the educational costs
of those ingtitutions. This was to be com@ared with what then seemed to_be the
current.level, at which tuition covered one=sixth of such costs. The report was not

advocating full costing, but/it suggested that students could bear one~third of the

cost,%3 The report freely acknowledged that such an increase on the part of public

institutlons would have a favorable effect upon private institutions,

The report of the Committee for Economic Development gppeared in October, .
1973.54 This report indicated that thLtWO major financial issues which hdd emerged
were that many private institutions were unable to raise tuition levels high enough
to ‘cover the cost because of competitioh from public institutions and that public
institutions, on the other hand, wé%e finding it d{ff%fult to secure ekbanded or
even constantelevel ap?ropriatioﬁs %rom the state legislatures, Both public and
privaFe institutions fdced difficglties, and the proposal of the Comﬁittee, in
addition to urginé institutions to be~more effect}ée managers of resources, was that
there be increased grants and loans made to students through the federal government
and that tuition and fees Be increased until they "approximate 50 per cent of

»

instructional costs (defined to include a reasonable allowance for replacement of

facilities) within the next five years."65

Even befdre the,officialygglease of the CED report, the American Association of

State Colleges and Universities on September 25, 1973, contended that the report

o

leaned too heavily toward the private universities and middle and upper~middle

income groups, The Executive Director of the Association argued that the proposal
was a direct attack on middie and lower-~income Amgricaﬁ families, Very early in the
debate Representative James\G. O'Hara, Chairman of the House Subcommittee reéponsigle‘

{
for writing'higher education legislation, stated that as long as he was Chairman of

\ f )
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tke H;usé Subcomm&tteé he_WOuld:be veryA&inhospitable tqvpro;osals Qhat.the ététg
u;ive;sities and éommhnity'colleges rafse their tuitidn-or\thﬁt federal. funds be
made any harder for the real middle-income studenF to gét.h66 And he went on to say
that in his opinidn thgre should be a return “to the,policy on which our land-grant
and community colleges were founded-;free higher education éor all who can
profit from it, wi;hout any financialibarriers.at gll."67

Subééquently, he wrote an extgnded articie f9r Change in vwhich he said, "I Am
becoming more and more concerned that a concerted eff;rt to raise tuitions at public
institutions=~~to make private institutions moré attractive to prospective customers
by making pu§11c ones less attractive=~is underway. I think it is a very wrong=

>

headed effort."®8 He argued with the basic assumption that education benefits only

‘the student, Whilg\{gpognizing that a college education substantially increases a
stﬁdeﬁt‘s likely income, he contended that the concept of education as investment
rather than expenditure "isias old as this natioﬂ-holder, in point of outright

statutory recognition, than the Congtitution,itself."69 And he referred to the

Northwest Ordinance of 1787 as a case in.point., he'stated: .
1

e

I think we must try to create:the opporédnity for every

. American=~vhatever his background, his economic class,

his age, or the point he has reached in his career~~to
have access to a full range of postsecondary education
opportunities to the full extent he can Eenefi; from them,
The student just coming out of high schodl; the mature
person who wants to change a career or wHo finds that his
career is threatened bi technology; the-person approaching
retirement who wants té live a richer lifp~-to each of
these the doors of posésecondary education must be g@pen,
and kept open,/0 e , .
! . . |
In November, 1973, at the meeting of the American As&ociation of State quleges and
N §

. Univergities, and subsequently at a meeting of the National Association of State

v

Universities and Laancrant Colleges, similar statemé‘ts were adopted referripng to

the need ‘to maintain the century-long. corigept of no ox low tuition in public higher

1]

) i
education and of providing maximum educational opportu ity through the maintenance .
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of the 1ow tuition principle.71 The twd groups endorsed.a position paper issued

}
jointly urging the continuation of no or low tuition. , Arguing against student=aid

31
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programs, they contended that such programs are ''subject to the annually shifting

political and_economic Rriorities of governments and‘private lenders and are
undependable means to aid low=- and niddle-income students,"’2 - :

In February, 1974, the American Council on Education issued a statement on
tuition policy. Beginnino with the pr0position that all of those seekino post-'
secondary education should have access to a broad range of opportunities and that
high quality postsecondary education be maintained "throdgh the healthy coexistence
of public and private institutions,'" the Council disagreed‘with the proposal for

'accelerating the rate of increase in tuition among pgblic\institutions. Asking for
strong support of private institutions, the Council suggested "a jqdicizys mixture
of student ioans, scholarships and fellowships, and cost-of~instruction grants=~the
cost shared by our state and.the national.government--can agsist our private

institutions without increasing the cost to students in the nation's public colleges

.and universities n73

Later in the year, in September, 1974 a group charged with developing papers

on key issues for the Democratic National Committee appeared to be coming out

]

strongly against~tuition increases; Joseph D. Duffeﬁ, General Secretary of the

/

American Association of ‘University. Professors, in a paper preoared for and delivered
to the group, argued that advocating inéreased tuition in public institutions‘"leans‘,\

. ] .
heavily upon the argument that the main benefits of higher education accrue to the -

individual rather than to the society itself, and therefore the individual should

pay the major costs of such education,"74 Differing with this.position, Duffey
proposed that the basic federal thrust ghould be toward student support, that a
minimum of two years of post~high school education should be considered due to every

American, that federal funding policy should encourage an access to education fof ak

. 3¢
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all ages, thet federal support for postsecogdary education should increase from
approximately 1,5 oillionlto‘Z.s billion, "a%'a firstﬂstep5”~f

Ia the meantime; tuitiop and fees continued to iscrease for both public asd
private institutions, Overall costs for attending college have risen 40'oercent in
four years, according to a report by the College Scholarship Service of the College
Entrance Examination Board, Reporting on comparison of costs oetween 1970-71 and
1974-75, C.S.S. iédicated thet the average cost for commuting students atapublic
four-year colleges had increased over this period of time by 17.5 bercent,}to a
total of $2,085., For private four=year institutions, the increase hsd been on the
order of 16,5 percent, to a totai of $3,683., For residential students at both
institutions, the increases over the ssme period of time had been 7 percent for
public four~year institutions, to a total of $2,400, and 9.4 percent for private
%our-year institutions, to a total of $4,039., These costs included tuition and
fees, room and board, and expensgs for travel and personal needs,’>

Among public institutions tuition and fees alone had increased over this per

of time from $395 to an average of $541 in 1974=~75. In private four-year instite
utions the increases in tuiti?n and fees were from $1,517 to $2,080 in 1974-75,
Perhaps the sign of the times is a note in the December 16, 1974 Chronicle to the
effect that Stanford was proposing_the‘largest tuition increase in its history, an
increase of 12,9 percent, from $3,375 t 3,810 effective in the fall of 1975.76
On the other hégd, at least one stiig university system has taken an opposite
approach. 1In the fall of 1973 the University of Wisconsin Center at Fond du Lag
slashed its two-semester tuition charge from $476 to\$150. Subsequently, tﬂe,genter
' year. The Director of Special

\ »

Projects for the University of Wisconsin System was of the opinion that the enroll=-
fl |
ment ¥ncrease was 1a;Fe1y a response to the tuition cut, A second center, one at

i

reported an enrollment increase of 47 percent for the

Rice ‘Lake reported a 23 percent increased enrollmént following a reduction in its

v - lf?
,
, .
'Y
,
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tvo~gemester tuition of $515 to $1C0. For the other university ceniers, the

average enrollment increase was on the order of 7 percent.l%K

“These develppments prompted the president of the University of Wisconsin éystem
to propose cutting tuition in half for undergraduate’students who were r:sidents Qf
the state, The proposal went to the University's regents. The ‘tuition during 1974~
75 for the system ranged from $500 to $628 for resident students.78 The plan was
subsequently approved by t;!!university regents, but immediately met opposition in
the statehouse. The move on the part of the regents was to stem what seemed to be
a general enrollment drop among many of the institutions in the system, For those

expressing concerns that the decrease in tuition for the public institutions would

have a detrimental effect upon private institutions, one official suggested that the
S———— :

plan would be accompanied by increases in current state tuition grants for private
colleges.79 . | . &y

In Vermont, the Community College or Vermont has approached the matter in a
wholly open-ended vay. The Board of the Vermont State Colleges decided in 1973 that ¥
the Community College of Vermont would start charging tuition. However, at regis~
tration time the students were told that égmmeet the needs of the college $30 per
course would be required, but that it was up to the individual to decide how much
might be paid. The situation of the Community College of Vermont is;'hOWever,w
atypical. It has no campus, no buildings, eo permanent faculty, and 1,500 students

scattered throughout the state, Two-year/ﬂegrees are awarded on the basis of

individually contracted learning programs and demonstrated competence, %RQe board
approved e one~year trial of the approach and will make some assessment at the‘end ;
of the year.80

' For private 1nstitutions, increasing tuition without providing for additional
student aid funds ig likely to restrict an already tightening "market." One of the

first reports of the Carnegie Commission demonstrated euite clearly that the net
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return from tuition increases is likely to be less shan anticipated. William G. ,
Bowen's study of the income-expendfture patterns in major private universities was

issued in 1968, In tbat study he singled out for special analy51s three institutlon%,

Chicago, Princeton and Vanderbilt. He noted that between 1958 and 1966 the tu1tion¢

<

had increased at an average rate of slightly over 8 percent per year, He then

deMucted expenditures on student aid from the gross fee and calculated an index of

‘6 -

the net fee income per stuqeﬁt which could be compared with the index of gross fee
income per student, During-the period of time under study he foend a widening gap
between the gross fee income per student and net fee income per stud'ent. Indeed,
when he compared chapges over a shorter period of time, between 1962 and 1966, he
found that yhile the gross fee income per student had increased more than $400, the
net fee income per student had increased less than $90.81 Simply increesing €;ition

does not necessarily lead to significant increases in u for the instite-

ution!
Considerable attention has been given to the "tuition gap) betueen public and
private institutions, the difference Between tuition charged by Rfivate colleges and
unjiversities and that charged by public institutions. The Commission on‘Financing
Postsecondary Education provides an analysis of the differential and contends that
while such a gap is real, its significance is probably greatest for the upper-middle
class students, those who, because of family income, are not eligible for grants or
scholarships, The Commission suggests that the tuition gap does not actually exist
for students in the lowest income group, because’this group receives a large ghare ‘
of the grants and other aid for tgdtion cost, The problem is that in providing
assistance for lower income students, many private 1nstitutlons may be offering
larger aid packages than’ they can actually continge to afford., The table below,

based on data reported in the Commission report, shows that. the greatest tuition gap

P
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is among research universities, where in 1971=72, private imstitutions were charglng .
£ P 3
on an average tuition 4,8 times greater than that provided in public instiggtionS.‘ f;' .
it e s - f— e - — . Tab]_e 6 R ,‘Qo_.q.zam mte ).... Qoo &Cﬂs‘tb-*.‘
Average Ratio of Private to Public Tuition According
to Reported Tuition Charges, by Selected Cermegie Classificaticns in 1969=72%
- . . IS . - .. )
/ I
€ ° (' : ) ’
/’/fggtitutional Type 1969=70 1970-71 197172 |
Large Research UniversitieSeeses. 4,2 . b 4,6
Other Research Universities.eeees 4.9 4.8 " 4,8
Large Ph.D, Granting Inst’S.eeeee - 3,1 ’ 3.5 ) 3.4
Swall Ph.D, Granting Inst's.sesee ' 5.0 A - 4.2
Compreb.ensi\'re 901legesooooooooooo 4.8 o :/A . 304 303; ’
/
. X
Comprehensive Colleges -~ limited, 4,5 ’ 3.6 ‘362
Selective Liberal Arts Colleges.. b 3.4 3.2
Other Liberal Arts CollegeSeesees 47 - . 3.4 3.1
Two=year CO].legeBooooooroooooobooo 1‘06 . 3.0 3.5

*The figures in each column have been determined by dividing the average tiition for
private ihstitutions of each type by the average tuition for public institutions or
that type, Thus, in 1971-72, tuition in pfivate research universgities was 4.6
times that in public research universitie

Source: National'cC on on the Finanding of Postsecondary Education in the

United States, Financing Rostsecondary Education in the United States (Vashington,
" D.C.: U,S, Government Printing Office, 1973), p. 203,

When, however, tuition assistance is taken into account, and net tuition cqsts are

- considered, the ratio goes down to approximately 3.9.82. While the ratio declines

- gomewhat when net tuition is considered, the di fference is*é;ill, it seems to us,

signifiéant.
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1 . A
. As a further piece of information, the Commission points out that in 1972

private institutibns were'reﬂ%rging student grants 41 percent-in excess of funds

provided for or designated as income for -student a&d, The .Conmi ssion sums up the

situation in the following words:

As long as enroliments w&rising, student aid deficits and

the price discounts from which they stemmed appeared to reflect
not only a desirable social policy but also good management,

Price discounts were and are used to attract to each institution
the desired number of students in' the preferred social, economic,
and cultural mix so ds to produce the maximum amount: of income in
tuition and other fees,” Now, however, institugidh’s are under
strong pressure to continué increasing thei Scounts, but they
can no longer be assured of attracting enqugg students to generate
the budgeted level of income for current expenses and student aid,
The potential result is a cost-price gap of/serious proportions.

Given the present competition among -collegiate institutions for

studentg, institutions may contin 0 use student aid funds .

and other unrestricted funds to diweaunt the advertised tuition -
(price) in order to attract students to their institution®, This
discounting continues to be a potdutial cause of financial distress.

To the extent that institutions atte®mpt to cover the cost of this
discounting by increasing the advertised tuition to all students,

the tuition chargés for students who are not grant recipients will

become inflated,%3

—

“

The probleﬁ becomes even more sharply defined as we note the manner in which

[ 4

the College Scholarship Service has revised itg estimates of how much money parents’®

A

should be expected to contribute to the cost of their children'’s education. The new
schedule, qp*go into effect for 1975~76, shows a sharply reduced figure in all of the
‘categories. The redudtion was made in September, 1974, because of a projected 18

Y

percent increasefin the Consumer Price Index between February, 1973 and December,

1974. The C.S5.8.; in calculat%ng éarental contributions, deducts items such as‘
‘tékes, medical‘sxpehses, retirement allowances: and other special costs from a
family's total income to calculate an "adjusted income." ,It is on tﬁé basis of the
adjusted income that the gervice indicates‘expgpked contributions, for example, a
family with an adjusted income of $8:000 was expected to contribute $900 ;;r one

*

child in college.in 1974=75, This is reduced to $290 in 1975-76. At the upper

’
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leveIs of income, a family with an adjusted income of $20,000 was expected to

contribute $6,270 to the support of one child in college in 1974=75;. in 1975-76

' this is reduced to $4,910\ These adjustments have the effect of making students

eligible for more financial aid from putside sources, The only problem is that
comparable increases in available funds from outside sdurces are not in sight .84

1f pa?gnts are faced with the necessity of reducing the. amount they can

wh * .
‘contribute to the student's support, where do they go for support? One source has

L4

been the federally insured low=interest student -loans, But defaults on loans are

cutting into the amount of money_that can be made available to students, In the

g

President's hudget message in early 1974, a major goal stated was an expansion of

the guaranteed student=loan program, And, in the request presented in January, 1975,

‘there was a $31,060,000 increase over the previous year's budget request, However,

of the $31,000,000 increase, some $26,000,000 vas dixected to cover defaults, while
only $5,000,000 would cPver interest subsidies which the government pays for needy
students. Horecver, in édé request for a $30,800,000 supplemental appropriation fcr
fiscal 1974 it was noted that all of this money would be needed to pay increased
1973 and 1974 defaults, Nlt vas estimated that the cost of defaults had risen over -
the past three years from $46,000,000 in fisecal 1973 to $88,0001B00 in fiscal 1974
and to $115,000,000 to cover fiscal 1975, Default figures were actually higher than
thesé estimates, because the interest payments, collected defaults, and other
deposits to the program, in addition to the actual appropriations requested, helged
cover the debts, It appears'that the growing defaults are due to the increased
amount of loans that have reached nepayment status,87 )
Another facto; entered the loan picture when ln 1974 the Internal Revenue

P . 1 \’ »
Service began to enforce a 1973 ruling that "forgiven" loans would be considered

’

income and that taxes would have to be paid in'the year that the loans were can~.

celled, It was(eréued that t@gfloans were made primarily for the benefit of the

‘j . ‘ - “;2
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. in proprietary schools would make up 58 percent of the defaults, that those at
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grantor ;nd could nét be consicered fax-exempt scholarships., It was noted that many
state ;nd federal programs, as well as privately sponsored pfograms provided for a
banceliation of all or part of loans‘to persons in selected occupations in return
for the agreement to serve in'low-incomq o; poorly staffed areas or to instruct the
handicapped. The particular loans affected were those under the National Direct
Student Loan Program, formerly called the Ngti;ﬁal Defense Student Loan Program, the
Nurse Training Act of 1971, the Comprehensive Health Manpower Act of 1971 and
certain state programs, The reaction of students and ptaté officials was that there
had been no notification that the funds would be taxed when the loan was made,86

Pointing up the increas;; problem of defaults on guaranteed loans, a report in
the fall of 1974 indicated that the Federal government ﬁay be facing a loss of over

a
.

5 .
a half~billion dollars in defaults. It was indicated that an ‘average of 25.3 per~'

cent-of such loans outstanding as of January 1)\1974, would not évé} be repaid by .
the borrowers. In fiscal 1974 alone, an estimated 14,5 percent of the students vho

owed repayments to lenders had defaulted on them, constituting a loss.of $138,000,000

Pl <

since the érogrgm began in 1?66. By the end of the year it was anticipated that the
default_raté would rise to 18.5 percent and result in a cumulative loss’of -
$274,000:000. The total of $508,000,000 loss was predicted, based upon these _ ,
experiences,87 It appeared that the percenta3ge of defaults and.the type of school
in whiih the persons were enrolled ha& gome relationship. It was noted that'studentsu
: . AN
public institutions would constitute 33 percent of the defaults ?nd those at privat%
colleges 9 percent, \‘ ' ' ,

Faced with'the serious defaults, the U.S; Office of Education~propoaed in .
October few criteria for reﬁoving colleges and;un{ye;éities from the guaranteed
student~loan rogram, Among éhe propqséa requirémen;; was one that the institutiod‘

s
a fair and equitable refund policy." The school would have

would have to establ
. # . . t

2
¥
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to refund tuition and fees to a stuéent'holding guaranteed loans within 30'days of

the date it is notified the student is withdrawing. In addition, no more E?an 10

¢

‘percent of the student loans In repayment~status at the institution could be in
default, no more than 20 percent of the students receiving loans at the campus could .

withdraw during a given dcademic term and no more than 6 percent of the institution's

e

revenue from tuition and fees could come from loans, It was also proposed that new

L}
-

'rules cover the educational and commercial lenders who make the guaranteed loans.88

<

Tn spite of the problems and the proposed nev regulations, it appeared that as
acedemic year 1974-75 got underway, government-insured loans were apparently more
available in 1974~75 than during the previbps. year. ic‘ﬁae noted, however, that the
dollar amount had not reached the peak lending rate of the 1971-72 academic year,

. And for some students; the situation will still tight, It was noted that "for '
freshmen, as for other new borrowers, for poorer students, for city dwellers, for .
studentg at high~priced institutions, at graduate4schools, and at community colleges,

s

much of the picture is still gloomy,"89

Government insured loans have become a major source of student aid., One of the
reasons for an increase in the volume of loans for 1974=75 may have been the
xelaxing of the "needs test" to determine eligibility for interest subsidies, The
needs test was lifted in June for all families whose annual income, when adjusted
for living expenses and’éhmber of family members, was below $15,000, ‘It was noted,
however,’ﬁhét there is increasing reluctance on the part of commercial lenders,
banks end_sapings and loan institutions, to make such 1oansf Loans made for the
year geemed generally to face severe restrictions. In partiCplar, freshmen'seeking
néw loans were facing difficulties, . ) |

We have afreadé noted that the guaranteed lo;n progran hasg been facing increa~

sing defaults, 1In late i974, it was apparent that the National Direct Student Loan

Program, established in 1959 as the National.Defense Student Loan Program was also

’ . -~ .

. L , '
\ 5 .
\ ~ .
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facing serious defaults, Under this program instituticns could make loans directly
to students rather‘than requiring students to seek loans on their otm from banks asg
is the case for the guaranteed program. It now appears that defaults are high in
the direct loan program as well, It was noted that potential defau}ts on loans at
leas.t 120 days past due in fiscal 1973 were running at 14,2 percent, or $261,000,000

on about 1,84 billion doll

8 in matured loans, No estimate had been made for
fiscal 1974 or tne current fiscal year, It was contended that collection of loans
had low priorities among student aid officers at institutions; individual campuses
hsd not followed through’on delinguest accounts. Apparently an increasing number
,oﬁ institutions are turnimg to outside collection agencieg,0

A study by the U.S. Office of Education reported late in 1974 that for the
guaranteed loan program, the smallest number of defaults were among students
" attending private, colleges, Student borrowers at public junior and senior
institutions accouhted for the highest number of default claims, with students at_
proprietary institutions close behind, It was noted also that the lower the
student's income, the greater the chance for defaulting. The highest percentage of
claims wag found in the lowest adjusted family income group, those with $3,000 and
below, The next highest rate was found among students whose adjusted family income

wag between $3,001 and $6,000, 1 .

In the midst of the concern.for student loan funds, the CoXbege Entrance
Examination Board jindicated at its annual meeting in 1ate October, 1974 that
student financial aid funds for higher education from federa1 , state, and private
sources would have to be increased an estimated 2 billion for 1975~76, but that it
was unlikely that such funds would be made available, Sidney P, Marland, Jr.,
President of CEEB, predicted that there would be a 2-bi11ion dollar aid gap for

L :
1975-76. This amount lias calculated on estimates of rising costs of college

attendance and recent changes in the formula used to estimdte student eligibility

. }
» . -
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:
for aid, As we earlier noted, the estimates of the amount of funds parents could

contribute wefe revised dovnward for 1975-76,92 :
Earlier' in 1974, nine private colleées participating in a two-yeaf study &
sponsored by the Alfree P, Slodn Foundation, argued that during the rest of the
'1970s and into the 198?8, private colleges would need significantly e#panded loan
programs if they were to help théir students meet rising expenses. It seemed clear
to the group that the only thing ahead was 'periodic, probably éinpal, increasee ié_
tuition."93 The nine colleges involvea in the Etudy--Amheret, Brown, Dartmouth, ’
Harvare, Hassaehesetts Institute of Technology, Mount Holyoké, Princeton; Wellesley
'and,ﬁesleyan--said that they were increasingly askingvstudents to rely on financial

aid, Unable to increase their own scholarship funds at this time, the only other

possibility was to rely increasingly oh loan fuqu.’ While some thought had been

given to having the colleges set up' their otm private loan programs, this was
rejected in favor of more participation in the federally subsidized guaranteed

student loaﬁ program. The report referred to the Student Loan Marketing Association

2

which was spbnsored by the government to buy and sell loans under the guaranteed

student loan program. Under this Association, colleges become lenders by being
‘able themselves to borrow money on a shorteterm basis from SLMA.
\ )

Ahother aﬁproach to hssisting students to meet expenses emerged early in 1971,

\

the so~called deferred tuition plan. The Ford Foundation announced that it would

-support for a limited trial run, a plan that vwould enable students to meet college
§

costs through lon§~term loane that could be repaid at a fixed percentage of their

future annual eer&;ngs. Some 25lin8titufion8 haq indicated interest in participatieé
! in 3ucﬁ~a pl;n. &He élaniwas to permit siudents,‘regardless of need, to eerrow up
to the full cost of their higher education from a single agency and pay it back ever
some 30 years with the repayments based on yearly income. Thiz would-mean that some &
. .

studentg{could eventually pay back more than they had borrowed, while others might

I
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repdy less. A Presidential advisory panel in 1967 had. proposed a gimilar plan

under the title of Educational Opportunity Bank 9% ' _ . ,

- ‘\\

A month later Yale Universgity announced that it was going to initiate its own
version of the plan by allowring students to defer their tuition for up to 35 years

in return for a fixed percentage of their future annual income., Yale planned to -

v

finance its program with the aid of a few wealthy alumni and through its own
borrowing power. According to the Yale plan, the student would make a contract‘with
the university to postpone as much as $800 a year and for each $1 000 deferred, .the

student would pay back a percentage of his yearly income over a maximum of 35 years,
. A - . \

The contract could be canceled up to six months before the student was due to s
, ; \

”~ . ;

graduate, in which case the debt would be converted to a more common type of loan,

\
\

In @ddition, a“participant could end his repayments at any time by giving the } )
\

university enough to bring his totai payments to one aﬁd one, half times the amount \

of tuition originally postponed, plus administrative costs.95

In March, 1971, Quke University indicated that it might attempt such a plan in

the fall of 1971% It was suggested’that initially the plan might involve 100 to 150
upperclassmen and graduate 'students.'g‘6 In, the meantime, some puhlic college groups
had indicated definite opposition to such a plan. The year after it had. indicated
interest in backing such a prOgram, the Ford Foundation decided not to finance the
experiment. It was reported‘that after a year-long study, ‘the Foundation concluded
that it had insufficient additional private capital to ;ake the inVestment in such

a program worthwhile‘and that it a1so was of the opinion that the risk in finahcing
what was then coming to be ca11ed income-contingent Jloans, was too great for most

« -

academic institutions to undertake by themselves.'97 The story also suggested that

Ford might later propese 2 modified plan. In October, 1972 a Ford Foundation tasgk

-

force proposed a plan called "pay-as-you-earn," or PAYE, Under the task force

proposal, the repayment schedule would be fixed.in adVance and the amounts to be

. w 4Jz , <




. ations made a graduated repayment schedule unfeasible, There was fear ‘that

| | s N
paid back annually would increase\according to a predetermined scdle of the
|

. .
borrover's anticipated earnings. Those whoge income would not meet the schedule

could defer payments a year. At the end of the loan period, the college would o

absorb the amounts still outstanding; The plan would also be tied to the federal

| ~
\

government?!s existing guaranteedyioah program, The task force, suggested that only

the'tOVernment in the long run is capable of bearing the capital risk involved in

. N 4 -
such types of programs, The Ford Foundation was not itsélf entering into the

\

program but was suggesting it as an alternative to the type of pfogram\adopted by

Yale.98 . . _ : o,

”

In the meantime, Yale indicated in the fa11 of 1971 that 22 percent of the
) r//
undergraduates had asked to participate in the first. year of the university 8

deferred tuition plan, It was reported that more than 80 percent of those who
asked for deferments asked for the maximum amount, $800 per year, And at Duke

y
University, 40 undergraduates and 33 professional school students signed"up\:or

deferred payments,99 ‘
Picking up on the earlier suggestion of the. ford Foundation, federal student

aid officials examined proposals to modify the guaranteed-loan pgogram to take on

" some aspects of the income-contingent plan, In March the government announced that

it™~had rejected the proposed variation. Initially, apparently the officials

appeared to favor the idea, but the announcement indicated that budgetary consider-

. - ' , \
graduated repaymentsrwould increase the government's 1iabi1ity to pay defaults, \

already severe-enough with the insured~loan program.100 Tﬁe story weﬁt on to”

’

(
indicate that at Harvard, where{sych a modified program was underway, -some revisions

were a1ready being considered, orthwestern University was reported to expect to

x

try some form of income~contingent loans in the fall of 1973 The rejection of,the

plan, however, by the government, apparently caused the revision in some 6f the

.
-~ [y

A
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planning of the nine colleges that had earlier participated ih the Sloan study and

who were planning a cooperative pay-aseyoue~earn program for 19¢4.

<

in March, 1971 Governor John J. Gilligan had suggested‘aa ncome-contingent
v loan plan for the state of Ohio, Under the proposal, every student in Ohio would
be obligated to repay the state of Ohio the full amount of the d rect state subsidy
the student had received while in school, and the repayment would\be on the basis of

‘future income. No student would be obligated to repay more than the state subsidy,

*

and if the student did not receive sufficient income, then the subsidy would not be
repaid or would be repaid only in part, A variation of the plan wad proposed by the

Ohio Board of Regents in the sufmer of 1972, Neither of the plans was adopted by

the legislature, P

\ﬁk contingeney plang a§ a threat to a great commitment., Returning to the &rgument of l

!‘ .
access to education and the returns to society. 'He stated that "the inc
S i

contingency loan idea constitutes a definite shift away from public decisi'

1

And w%th Wharton 8 comment we find ourse1ves back in the earlier debate over !

)

N o

.

benefitf" and "who should pay." ' ,

! The State GOVernment ag a’ Source of Income.--As we have already shown, the

g

single 1 rgest source of current operating income for higher educational institu ions
ag a’ grou id state and local government, and in this combination most of thé funis

are derived from state rather than local sources. According to the Commission on
14 'x\
Financing Pistsecondary Education, state and local governments provide 31 6 percen‘
T

LAY . :‘('

¢+ of the total current income Educational and General,,Auxiliary Enterprises, and

9
s ., 5

¢ \ [ '
. < . A
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*

“other,"'combined.) As a percentage of Educaticnal and General income alone, gased

on data supplied by the Commission on Financing Postsecondary Education, state and !

local governments account for 35.8 percent of this income,

-

Most of the income derived from state governments is directed to tax-supported

Al
institutions within the territorial limits of the state granting the funds., In j;
- A

recent years however, state funded scholarship and grant programs have come to,
provide significant funds for some private higher educational institutions. The

Commission on Financing Postsecondary Education reported that in 1972-73 some

'

$348,200,000 had been awarded to 748,700 students, to make an average- award per

~

recipient of $465. The amount awarded by states almost doubled over the four-year

period between 1969-70 and 1972-73, 1in 1959-70 the states awarded $191,500,000 to

‘.

487;800 individuals,” for an average grant per person. of $393,102

June 0'Neill shows a continuing growth in income from state and local sources

over four decades, from 1930 to 1968. The growth rate between 1930 and 1968 was 9.5

-

percent; between 1960 and 1968, however, income from state and local goverfhments
increased by 15 percent.103~ The most significant growth, of course, has been among

the public institutions, 1In another calculation, O'Neill shows the percentagé of

A

income from state and loca1 fending to private institutions decreasing (to constit= "

’

uting 1.8 percent in 1967-68 in comparison to 3,1 pércent of the income for private

»

institutions some 26 years before, 1939-40,)104 Ag we have suggested, hcweyer, the
state scholarship and grant funds, which are reflected only in tuition\paymentg, héve
become significant only since 1968, and state support “in toto, even if indirect, ‘

+

may have increased to private institutions. )
On ‘the basis of our own calculations}_employing data from the U.S., Office of
‘Education reports, we show the following trend in the proportion that state and local |

ﬁunds'propide within Educational and General income for all (public and private)

" institutions combined. The data are for 1909-10 through 1969-76. Note that there
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has been some fluctuation but‘that the proportion of income deriVed

¢ 4

/“

,educationql institutions from state and local funds reached its highest point in
. \

o |
~ S \
:

2

1969=70, (39.8 percent,)

N \,
Table 7 \
State and Local Governmentﬁl‘Funds ag a Percentag
Educational and General Income

] -
e \

of

,,4v-1"wTj{TjT—————————————T——__T___f_____ﬁ

by higher

4

%

State and Local Percentage of Educational

< ﬂ/’{// Dates
i - : and General
. “— - N4 N
1909-10 29,0% -
1919-20 35.6%
. .- 1929-30 31,5%
el %923-40 30.8% 't
e 949=50 RN 30.0%
‘ 1959-60 32.5%
196364 - 30.4%
1967~68" © . 34,07
1969~70 7 39,8%

.. Over the years M M. Chambers has monitored the state funding d
F‘

éducation. For recent years his calculations show that for the two

from 1967-68 to 1969-70 state appropriations to higher educational

when all states are combined,,increased by 38.5 percent, This was

During.the next biennium, from 1969-70 .throu

¢

significant increase,

appropriations continued to increase, but by only 24 percenﬁr For
: He

biennium, from 1971-72 thrgggh.l973-74, there wag agaid an increase

’
24

r .,

2'5“percent.105
. The most recent data on state sqpport involve some overlap wit
biennium and show that for 1972-73 through 1974-75 appropriations

percent. It may be noted however that an estimated two-thirds of

,f

has already been used | up by inflation, and thdt the actual increase
less 10‘

A\

f higher,
=year period
institutions,
Aperio& of-

gh 1971-72,

the next

, this time by
1 a previous
Increased 29
the increase

is actually
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When the figures are adjusted to the loss of buying power, it appears that‘six
states have actually lost ground in the last two years: Hawaii, down 22 percent;
Texas, down 6 percent; Minnesota, down 5 percent; Maryland and WestVirginia, down
2 percent; and Nortn Dakota, down 1 percent. It may also be noted that over the
past lp‘years the increase in state/appropriations for higher education has been
349 percent; however, when this increase is adjusted for inflation, the eff ctive
increase is probably only 152 percent. South Carolina, Pennsylvania, Magsachusetts,
Connecticut and Alaska led the other stateslduring the last decade in the amount of

-

increase appropriated for higher education.

The Center for Research and Development in Higher Education at the University

~

of California at Berkeley, calculated for each of the states the percentage of
total revenues devoted to higher education for the decade from 1963 ‘through 1973.

The largest proportion was given by the state of Wyoming, 37.6 percent of total
’ e . : ' * .
revenue, This proportion has remained fairly”stable gince 1963. Oregon represented

the next 1argest, granting 28,0 gercent of its total revenues to”higher education,

~

4

. This is to be compared with 20 Percent in 1963«
Among those states with very extensive systems of hiéher education, the

ﬁroportion of state revpnue granted to higher education is somewhat less than in

Oregon, but the.total amounts are tonsiderable, California, with almost six ‘ ~|*,i

. ;- . . .

bi11ion dollars in state revenue, appropriated 16.9 percent to higher education in \~

1973 an incrdase cvé’]ls 6 percent of 1ess than two hillion in revenue in 1963

New Yorkq with state‘revenues of almost 7.7 billion in 1973, appropriated 9,6

~percent to higher education;-this is allso an increase over the 6.8 percent of 2,3

biliibn in renenués i 1963. Pennsyivania.ﬂas perhaps shown the most significant

’increasef In 19?B/it appropriated i0.7 percent of 3.7.billion in revenues, while

in 1963 it‘appropriated'S.A percenﬁ of one billion in revenues. In 1973 Michigan

appropriated 13.9 percent of its revenuEs, Illinpis 88 percent, Ohio, 18.0 percent,

.

+ - b2
.

©1
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New Jersey, 10.6 percent, to mention only a few others. 1In each of these last four

states, with the exception of Illinois, the proportion of state revenue appropriated

4

to higher education has increased since 1963,107 ;
It is clear that state governments are heavily i olved in financing higher

education, The total funds graﬁted to colleges and universities has rncreased

eignific&ntry'in recent years, although inflation has dampened some of the impact.

Yet the tax~supported institutions have contended that appropriations have not kept
i A ! . ’

pace with increases in costs. ' ’ -

*

Even as state governments have experienced increased demands from tax=supported
Id

institutions, they have moved in recent years to provide asslstance, often indirect,

to private ingtitutions. The main form of assistance has been through state

J

scholarship and grant funds. By late 1974 there were student~assistance programs

A

in 41 stgr€s and Trust Territories.

»
0

As the Commisgsion on Financing Postsecondary Education has obsgerved, state

and local support for private colleges and universities ggés back to the colonidl .

period the first instance of which was the public financing for the support of
Y

Harvard College in 1636% Harvard received public funds through the early decades
. “

of the 19th-century. The same pattern was followed among the eastern states in

several other institutions.l08 public support of private higher education changed

dramatically after the Morrill Act of 1862, and in time the aid became limited to

indirect forms such as allowing insti#ﬁtions to be,éxempt from state and lpcal
property taxes, More recently, howeﬁer, there has been a resurgence of effort ont
v / . .

- the part of the states to assist private institutions, particularly in states where
/
"ok 3
private institutions are numerous and serve substantial proportions of state

residents. The Commission observes:




)
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In the states that have acted to provide direct or indirect aid °
" to private colleges and universities, the primary justification
has been that, without such aid, private institutions would no A~
‘longer be able to compete for students against heavily subsidized
. . public institutions, Private institutions would thereby lose their
ability to provide a diversity of educational experience and to
. segve studentf who would otherwise attend tax~- supported public
\, institutioms.

- [}

¢ Y,

«

The Commission refers to the Heald Committee, which urged that aid be given'‘to~

-

private institutions in New York because such institutions would "give American
. , > R

- educatrgn'a diversity and scope not possible in tax-suppoxted institutions alome,"

since the private institutions "have an opportunity to emphasize, if they wish, .

iydividualistis patterns of thought, courses of social action, or political or

religious activ1ty."110 ' . .

{

tlhile a rrumber of state constitutions bar the hse of public funds for

private institutions, the majority of the state courts "have not tended to
| ‘ '
*4

. 5 o
interpret the state constitutions narrowly and have generally followed the lead of

« ' 111

\
! \ .
the United States Supreme Court," The general principle has been that when

the state funds are used for a '"public purpose’ thf Question is less a matter of who
handles the money than the purpose for which it%
3 -
' The greater portion of measurable state and local aid to private
" collegiate institutions is provided in the form of student
: financial dssistance, either to all students, regardless of whether :
they attend a public or private institution, or only to those ?
who attend private institutions, But many states also provide
direct or indirect aid to private institutions, In 1951-~52,
the 50 states and the District of Columbia provided an estimated
185 million in measurable ng, direct and indirect, to private )
colleges and universities, . : , NI
. - " \ : + ’ t
The Commission on Financing Postsecondary Educaﬁ}on refers to 19 states in

-

used,

¥ .
o . n -

1972 providing direct aid to private colleges. .

v

. . L
Much of state aid to private institutions, however, is indirect, and the
e N 3 i . . > o
.growth in state scholarship’and grant progrpms, the primary mode in which state
s : . '
‘- .

-
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aid is provided to private colleges, has been in large part a development of the
'psst decade, and within this decade, the greatest activity has been within the last ~

five years. In October, l97l the Chronicle of Higher Education reported that 13

state legislatures eggpted new measures during the year to provide financial aid

. to private colleges or students in private institutions, and that several other

\

states had broadened existing private-college aid programs or had increased their

apprppriations. The report indicated that 35 states'were providing, some of
thcm\indirectly,baid to private colleges and universitjes, O

+ There appears to be some intérest in providing direct forms of aid.
Minnesota ajg Oregon adopted‘in 1971 aAprovision whereby the state could "contract"

with privat colleges for the education of state residents, That same year

Illinois, Marvland, and Vashington adopted proérams of direct grants to private
. > 1137 Co . \
institutions, In 1971, 12 states also'permitted private institutions to use

.

the state's borrowing aurhority for bonds or loans to construct buildings, and for
‘ k3

jseveral years Indiana and Michigan have allowed residents tax credits against
~ . b

state income tax for contributions to private colleges , g—

th— .

While a total of 35 states provided aid in 1971, directly or indirectly to
prixgbc colleges and universities, and while some amon%.them had programs that Had 5
not yet been funded, by February, l;YZ, at least 52 states were operating state-
funded scholarship programs and providing in 1971-72 a total of 279.4 million
dollars to private institutions, Only 8 states had providgd scholarship programs
as'fecently as a decade before, Larry Van Dyne stated that "the dramatic increase
marks the emergence of the programs both as a significant source of student
financial aid'and,as an jmportant means of indirect public aid to private colleges

[N

and universities, "11% Among the twenty-two states with comprehenSive programS,

1
[

the largest were, in\New York (76, 2 million dollars in scholarships) Pennsylvania




. . < . ’
(55.5 million), Iltinois (39.4 million), New Jersey (22,0 million), and California

2

'Rfls .8 million,) Generally students could apply their grants at. either private
or public colleges, All but seven of the states (Counecticut, Massachusetts,
.New'Jersey, Pennsylvaniaﬁ/hhode Island, Vermont, and Wisconsin) limited the use of
the scholarships to colleges vithin their own boundaries, ' -
By late 1974 the number of state student-assistance programs had.increased
.from %? to 41 stdtes and American trust territories. WNine others had programs
pending in the state legislatures, and only four states--Alaoama, Arizona, Hawaii
and Louisiana, did not have any financial aid programs, (Alaska was not included in
the study.) The.aid programs increased grants fron 364,2 million in 1973-74 to an -
estimated 456.9 million for 1974-75. And the funds vent to 797,i53 students, as
compared with 734,818 the year before,115 The trend continued in allowing students
to take their awards to either public or private institutions, Only about 4 percent
of the 456.9 million dollars was restricted to use in public colleges and.in only

two states; Colorado agd Virginia, were grants entirely excluded from private

institutions. Threé states accounted for over 50 percent of the student aid dollars,
New York, Pennsylvania and Illinois, The new federal program of state student
’ ’ - » ¢

incentive grants, which provides matching funds to states to establish or expand
. ¢ g & -

scholarship programs, apparently had an influence in the expansion of the state-~

.

sponsored student aid,” CL : .
The most authoritative source of information on the development of the state ’

programs is provided in" the annual reports .of the National Association of State

Scholarship Programs prepared by Joseph D Boyd, Exeéutive Director of the

I:?knois State $cholarship Commission. Boyd began issuing his reports in 1970.

He notes that the first comprehensive state program for residents to attend public

or nonpublic progfhms was probably developed by llaryland around 1825 New York

h
A * w ’ W . -
. . N .
.
.
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established its proéram in 1913, Oregon in 1935, and then tnere were no further

116
developments,until California -began its program in 1956.

/// One of the more recent compryehensive overviews of the development of state

aid to private education has been prepared by Kichard Millard of the Education
117 ‘ : -
Gommission of the States, He refers to the 39 states that have authorized.
programs to make funds available to the private institutions directly or ipdirectly,
”

(The 41 referred to in'the previous paragraph includes krust territories) The 11 '
s : .

statés Which do.not have specific programs include Uyoming with no private
s .

inStitutions, and ‘with the exceptions of New Hampshire.and Delaware, are states in

which private higher education has not had a very large role, In addition to: .
. . _

Wyoming, the states without specific programs are New Hampshire, Delaware, Hawaii,

Arizona, Arkansas, Idaho, Mississippi, South Dakota, Utah and Nevada., Student aid

is the pre@ominant method of providing funds, and 35 states were reported .to have

authorized programs in this area, although in Colorado, Nebraska and,Oklahoma the
[ ., Y

programs have not been funded, Some of the states such as California, Connecticut,

New Jergey, New York and Wisconsin had developed fairly complex programs. In 15
e ,\1?
states tuition equalization grants specifically for students in private institutlons

)
have been provided,

Some 18 states aLso are reported to provide-direct institutionaL assistance,

L o4

and some of these also provide student aid programS. .There are a number of
]

'variations in the way in which the aid was made available, New York, Illinois,

Maryland and New Jersoy utilize' formulas based on a number of,students or number of
degrees; Connecticut and North Carolina,relate the funds to the grant or scholat-
ship holders'in the institution while the rémaining 12 states make grants to

specif{c institutions or parts of institutions. Another approach has been the
\' R . .

contract provision, whereBy states could contract with ﬁrivate institutions for
' 14

PN » . -
4‘ ) /c -
2
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certain services. Some 16, states have deverggzh,contracts, usually, but not
i Ay . A

always, with specific institutions for specific prbgrams., Eléven states also have
" provided bonding authorities which enable institutions .to borrow funds for

construction on the basis ‘of tax-free honds, o

'

Millard notes that in addition to the .major categories of student aid, direct

»

institutional aid, contracts, facilities and education for health professions

, .. .
" there were other provisions., Indiana and Michigan offer state income tax credits

5 to individuals or corporations donating to private higher educational institutions,

»

.Il1linois provides funds to encourage consortia among private or private and public

institutions, New York has'provided_endOWed chairs for scholars at private as

v

well as public institutions. South.Carolina makes it possible for private

institutions to utilize the state purchasing office, and Virginia has exempte&

pri&&te'%nstigutidns from the'sggtﬁ saies tax while Michigan h?s exempfe§ them

grﬁmt;he g@soline:tax. Minnesota has devéloped an interinst;tution;I television
_ and library pr;g;dh thaﬁvincluded private institutions, - BN

In sum, by 1974 tbere were 41 states and territories probiding some kind of
L i .

¢

student asgistance program, The Commission on Financing Postsecondary Education

observes that app;oiimately 60 pqrcént of the state tuition monies in 1972-73 = .

T 118 *
went to students at private colleges and universities, Leslie and Fife '

*

examfned reSponséé from safiples of scholarship winners in New Jersey, New Yofk,

Illinois, California and Pennsylvania for one year in each state!but Qariously”.

’

among ,the states from 1971 through 1973. They concluded that in geﬁeral the|private

[l

sector appeared to gain mdre than did the public sector, In particular, the

California and New Jersey progréms, both desiéned to hefp the private seétof, vere

v v

éuccessful‘in raising the demand for private higher education. Indthe other . -,

3

three, private institutions still benefited, but with a smaller ﬁé&cehtagé of the’

" » am
a

‘ ¢ N 4 C
.o .
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_unconstitutional aid to religipn, that the Horace Mann League dia not have -

’ 119 L . .
aid recipients, . ' ) . i

@

The Commission is of the opinion that continued growth in student aid
programs is likely to occur for the. next few years, especially "in,the form of
non-competitive grants for students attending public and private institutions w120
The Commission also reports an interest in many states to increase aid to private
institutions, both because representatives of private colleges and universities
have become more effective in presenting their cause and because many private
inst itutions have unused instructional capacity,

.We would observe, however, that in states where both public and private

institutions have stopped growing, the friction between public dnd private

- B

institutions has begun to increase significantly. Even at an earlier point*in time
the question of whether public funds can be used for private institutions has been

the subject of several court tests, 1In Septémber, 1963 the Horace Mann League, a

s

" non-profit organization, and nine individuals,’ suing as taxpayers challenged the :

constitutionality of four statutes enacted by the Maryland state legislafure which

appropriated money for matching grants to four religiously-affiliated private
f.
colleges for the construction of facilities. These were Hood, a liberal arts '

" college for women affiliated ' with the United Church of Christ Western- Maryland

College a coeducational institution affiliated with the Methodist Church, and

A

KNotre Dame College and St, Joseph College, each controiled by, a Catholic réligious . -

order, The case wds: brought to the Maryland Circuit Court of Anne Arundel P
7

County, The Circuit Court held that the four grants did pot constitutg an

standing as a plaintiff and that the individual taxpayer plaintiffs did have e

standing, The case then went to the Maryland Court of Appeals and the higher

. court upheld the decision of the lower court with respect to Hood Coellege' ruled

. )
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v

* that Western Maryland College, Notre Dame Collége and St, Joseph College were
sectarian educational institutions and‘that their grant of state funds violated ;
the First Amendment of the United.States Constitution and the Fourteenth

Amendment., The case then went to the Supreme Court, and on November 14, 1966, the
» % .

United States Supremé Court refused to review the decision and in effect left the
earlier decision of the Maryland Court of Appeals stand. The effect of the

decision was to prohibit state gtrants to institutions that were clearly of a.
121
sectarian nature,

Two of the colleges were in the news again in late 1974, 1In the meantime,

Maryland had in 1971 passed a state lav designed to aid 17 financiellv ailing
'privete institutions in the state, The law granted aid according to the number
of degrees each college conferred each year, but it banned the use of state funds
‘for sectarian purposes. In October, 1974, the U.S, District Court by upholding the

law made it possible for 1.8 million dollars in state funds to be given.to theibur
n g

) church-related colleges, 1In making the decision, two members of the three-judge

federal panel said that "the religious programs at eacP school are separable_ from

the secular programs, and the latter are the only beneficiaries of state aid." \\\
L

" The ljfver fog the colleges commented that the suit represented the first -

%

challenge of a general-purpose aid program for private and church«related collegges,
¢

Subsequently the case went to the Supreme Court of the United States and in a

‘ 3 O‘

5-to-3 vote the Court refused to block an order of the U.S. District Court that
123 ‘

~upﬁeld a state law aiding the four colleges.
'The‘District Court hed relied on thenl97l Supreme Court decision, Tilton v.. )

Ricnardsdn; that held that federal funds could be used to help church~re1ated

colleges as 1ong as tne purpose'of‘the grant was specifically secular and that its

‘primary effect was not t6 advance or 1nhibit religion, and ‘that the aid avqided

excessive government entanglement with religion," That decision had been made in

-
- ~ -
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July, 1971, when by a 5-tor4 margin the United States Supreme Court upheld the
constitutionality of.federal construction grants to church-related colleges as Tong

as the buildings financed with government funds were not used for sectarian purposes,

- »
-

That case originatéd.out of a protest over grants made to four Catholic colleges in

.t * e "

Connecticut under the Higher Education Fadilities Act of 1963, The crucial point

4

was whether the primary or principle effect of the aid advaficed religion, The

court did at that time, incidentally, overrule one Portion of the‘1963 law, a
P

Vv

provision that after 20 years the buildings financed by the government cou1d be
124

.

used for any purpose, including a religious one, / . o .

In another test:, h pnited States Supreme Court in 1973 had upheld the Coe

-
-

constituticnality of limited state assistance for construction of physical
facilities at church-related colleges. At issue was' the South Carolina fac111t1es

-

act which allowed revenue bonds to be issued for both public and private colleges,

A revenue. bond had been planned for the Baptist College of Charleston, South . .

-

" Carolina, The state law allowed such bonds as long as the facilities were not

i -
-

used for sectarian instruction or as places of worship., Relying on arguments. .

similiar to those in the Tilton ' Richardson case, the Court held that there was .
no Basis to conclude that the dollege 8 "éperations are oriented significantlya

towards sectarian rather than secular education'’, even if it. were a church-

125 . L .

related college, - C .

b . - . . N -

com . 2 " ’ i :
we hayve already refevred to\the cominents of the Commission on the Financing °
" i : - 4‘
of Postsecondary Education regarding state assistance to private institutions, )
\ » v

As, the Commfssion sees it the primary argument that has been given 4s that suppoxt ,

L4 :

helps to maintain private inst1tutions and private 1ns§itutions give a diversity

126
in scope«thatAwou1d~be less likely if there were only tax-sugngted institutions. x

The same general position is taken by the Carnegie Commission in its ‘report or the,
! .» ‘\ ¢ ) ’ / . . .

LY
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-7 .
state's responsibility for postsécondany educatioh Tnat report comes\out An
] ~ [

favor of Msome state support of private collegossand upiversities." The ' .7 .

4 . . * \—. . et ,:- " ) ) .. *
statement goes on: .. AU I :n! L .o

. . . C g - . . ‘

Their graduates and thc gra&uates of public 1nstitutions benefit Coe .

R ) society equally, The private 1nstitutions also, provide‘diversity o
) innovative_ opportunities,” models. of interest in the individugl® PR
students, and standards of autonomy useful-to all. higher educaﬁion. i e e
Ve favor state subsidy of tuitionoc sts for students. who. do nof Lo s
have financial ability to beat thesg costs, leaving to the Feder&& : o
Government the basic responsibility to subsistence ¢osts, Tuition ~ :

charges- vary much more from state to state than do. subsistence . ° ) "
' costs and are much more reSponsive to state policy. We envisiom. .

tuition generally rising with per capita disposable income with

a gradual narrowing of the gap between private -and public tuition,

We alsc favor state contractual support for special endeavors,

such as medical school$, and greater state use for cohstruction
. ©  grants o establishment of state-created bond- issuing agencies
' for loans for the benefit of private as well as public ‘institutions,
When this aid is not sufficient, we favor subsidies, on a per-student
basis, of up to one-third of the subsidy given students in state .
institutions.f A full effort should be made_to preserve the privage X ’
- sector in‘a condition of health and’ vigor
\ 9‘

And the‘report argues that in many states private coi}eges and universities, .

.

»

‘ fy
. .

although representing a small portion of the enrollment, "have served as buffers
. N . N »

< ‘ , . P N M

against -excessive political control of state univérsities and Colleges."

Independent institutions provide ' 'a yardstick against which degrees of

L4 . ¥

governmental control can be.measured" and can serve "as a basi& for effectively

- 28
resisting excessive control,"lu < L

In a 1ater‘report dealing with general issues in financing, the Commission .. . E
argues that s t; tes should increasingly support private institutions in ways that “ifi
best preserve i stitutional independence, and that also make possible
particular the attendance of more students from low income families " 129 “:l

'Rhis particular report urges that assistance be made Ain proportion to ability to

.pay. That is there should be greater assistance to low~income students than to

) 1 v K .

otrers. It_is pointed out however, that private institutions should be prepared

- . : - : S ) 2
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to‘consider methods of accountability along with methods of.public funding, ul30

'e . -

' .
And it was at this point that the Commission also urges an inérease in tuition

costs at public institutions, together with availability of sbudent aid for lower-

. ” $ "
income students, It is recommended that public tuition should rise to around oné~ .

third of the educational cost to bring it,closer to the three-fifths of the

. educational cost that'tuition covers at private institutions.ll31
William H, McFarlane has written a number of pieces dealing with state
assistance to private institutions.. Among other things, he notes “"competitive .
;excellence is uniouely characterigtic of Ameri:a’s pluralistic structures for

L ~
higher education. The variety of educational styles espoused by private

colleges is eSpecially needed today "1%2 In a publication for the Southern

Regional Education Board, he notes that inclusion of the private sector in state-

’

Sponsored systems_ "can also make available an extensive accumulation of educational
* . \ ~ ' * .

facilities, programs,‘personnel and services, vhich have been established and

maintained with little or no involvement of state funds."133 In a subsequent

monograph he explores the legal and pplitical issues for state aid to ptivate

higher education and suggests that the controversy over state support to private

134
institutions may involve "political attitudes more than legal uncertainties,'!

- \

This latter volume provides a good ovérviewsof some of the issues that have been

s

A\

raised as well as anuanalysis of ¢ourt déciSiops up to the date of the report,

One writer, however, varns private colleges against overdependence on state
. e ps N . i PR
support., In her summary of the présent condition and future prospects of private

colleges, Carol Shulman calls attention to an obseryation by William Jellema that

. 'private colleges that receive aid/ may be in difficulty if the aid does not

-

& RN n
c%ntinue, since they- are still morally respbnsible for the education of their

-

fi};" students if state aid lapses."' Jellema suggests that an institution will be !
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tempted to adjust its _program on the basis of state aid and may find itself in an
awkward position if’aid declines. In-addition, state aid may be tied to state- .

resident status, and“this forces a college to concéntrate on state students
., .

. 135
rather than on'a more national stud&ht representatjon, . It is also pointed out -

that state private institutions and universities accepting state aid must also

\

accept a greater degree of state involvement- in their educational management,

At the 1973 meeting of the American Association for Higher Education, .
>

Ernest L, Boyer Chancellor of the State University of New York, was much’ more

‘

3

outspoken in ﬁavorinﬂ state aid to private collegesz He pointed out, however,

4

that the aid could not be given without restriction, and indicated that the
funds should be given for "selected programs", He &aid that public aid to private
institutions would be forthcoming provided those colleges helped the state meet

-~ clearly defined, explicitly stated public needs apd provided they operate such’

-

programs on the basis -of standards equally comparable to those imposed upon the

B

public institutions. This is the price that public institutions should be willing

“w
‘e

12 o

to pay for public support n136

The Federal Government as a Source of Funds,-~In an essay published in the

noA

late 1960s , Rdger‘Freeman recalled that in the early -years of the decade there was
. : among administrators in higher educational institutions a '"basic and instinctive
. objection to the general proposition of federal support to higher education,"

lle was referring .in this comment to a statement made in 1962 by the Vice Prcsident

+ . and Controller of Tulane University. As late as 1964 a Committee on Financing

e Higher Education, sponsored by the American Association of Universities, strongly

.

objected to the expansion of, federal activities in higher education. And in 1967,

]

"' Freeman himself was referring to the "American tradition of education as 'a state-local
_and private responsibility" being "more deeply rooted than it appears on the

1 . - "
. surface, " 37 Ironically, at the same time that the Committee of the American

LS .
. \ ” .
o ’ ’ - 6 - T
»
. . -
.
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Association of Universities was objecting to the expansion of federal -activities :

A

-

N - LN Ps A ‘A o< - *
into education, the Educatiod Facilities.Act was passed, and few institutions
subsequently passed up the opportunity to tap this nev source of funds for
. . b a ’ = A
-capital expansion. . . , . S Te ’ 2

A decade latef the objection to federal involvement seems to have dissipated,

LA
L

Indeed the change of attitude required less than 4 decade At the meeting of the
Assocxation of American Colleges (AAC) in January, 1971 the leaders 'of the

nation s private colleges organized to launch a campaign for increasing financial

aid from the Federal Government. Meeting at the same time as AAC the Council of -

-~
~

Independent Colleges and Universities declared that it was going to work for nev
governmegtal aid to students and institutions. The President of the AAC commcnded
the Council on its position and said that such an organization would help to put
together g grass-root* support not previously available. in like degree through
any of our existing Washington association."138 ~By 1974 eight higher educat ion

’ associations were asking for'substantial increases in funds from.the Federal

/ s,
Government, including a program of direct grants.139 It is obvidus that the

"climate of opinion had shifted drastically, In the light of the worsening

4

financial situation of higher educational institutions both public and private

it is not difficult to understand why the shift in opinion had occurred . .
4 <

2 v . .
s

For 1971-72, the Commission on Findncing Postsecondary Education reported
that the Federal Government provided 4 2 million dollars in institutional support.

s

If one were to add to that figure the aid to students through various,§edera1 plans

an additional 3.9 billion brings the total federal involvemen;“;o.B 1 billion

dollars, or 27.4 percent of total current operating income for the year.140

A report for 1973-74 (fiscal 1974) shows a federal commitment qf $9‘§§2 954, 1000, -

Of this amount almost one~fourth was expended in veteran 8 education and traininghu

€

. N ~ R
. * . ' )
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could be little doubt that the Federal Government was heavily. involved in

*

fﬁnancing postsecondary education. . -
1 The earliest federal assjistance to postsecondary education began with the ,}
lJnd pol veloped under the Articles of Confederation. A resolution adopted in

l] 0 prodided that lands ceded to the Confederation would be settled and developed

= if%; orderly manner to form new states for the Fedelallhﬁon. The Territorial

Ordi nce of 1784,25$V1ded that such lands would be divided into rectangular

S
terri ot ies, eacﬁ{of which would have a territorial government as soon as

20,000 inhabitants were reported, The Northwest Ordinance of 1785 provided that

prior to the sale of these federal lands~--Virginia, Massachusetts and Connecticut
in the meantime had ceded vast territories=-~they would be surveyed into gownships
six miles square and that Section 16 of each tovnship should be reserved for the

maintenance of a public school' Subsequently, the Ordinance of 1787, with the oft-

4

quoted words, '"Religion, Ibrality and Knowledge being necessary to good

government and the happiness of mankind, schools and the means of educatjon shall

~

be forever encouraged " authorized land grants for the establishment of

educat ional institutions and the sale of lands to the Chio and Scioto companjes
established)the principle of granting lands for the support of higher education.

As one report observes, these grants provided the first instance of federal

.
.
\ v

. financial assistance for educatioh;"and 'With this enactment, the National

Goverrment embarked upon a péogfam of educational support unigque among national

governments in its commitments to State and local autonomy and in the responsibility

»~
has subsequently d\veloped a variet&vof programs and procedures to support a broad,

\

range of educational undertakings, The procedures include "grants of -land, financial

o, .

142
it assumed for a i:blic function of national interest." The‘Federal Government

grantg and loans, al¥ocations of surplus commodities and federally+«owned property,

11 . »
N '
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“operation of special educational programs and institutions, and the cost of services

i 143 .

or contracts, s ’ :

' ) ’ )
After the Ordinance of 1787, the next significant federal move was in the first

[y

i

Morrill Act of 1862, in which grants of public land were made for the establishment
end maintenance in the states of agricultural and mechanical colleges. A series
of addifional acts, including the 4%cond Morrill Act in 1860, provideegneedee
additional supporf. ' ‘

It was in the 1940s, however, that federal policy took anAeven more distinct
“turn in support of higher educational institutions, ;During World War II colleges
and universities were called upon to providé military training programs and to
undertake research and study in support of the war effort. With the Segvicemen's
Readjustment Act of 1944 (GI Bill) the Federal Government initiated the largest
ezﬁgéhrszig’ggogram in history. This Ace, £311oved Ey subseduent'legislation'on be~
half of disabled veterans, veterans of the Korean War, o;phaps oé veterans and
subsequent acts have resulted‘in nearly one-quqftef of the current federal funds
for postsecondary education bein;—Aevoted to education and tfﬁining for veterans,

Writing in the 1late 19503, Robert Calkins assesses the development of federal
assistance to postsecondary education”at that p;int in history. He observed that

nearly 36 percent of the Educational and General incomé of higher educational

institutions was derived from the Federal goVern&ent in 1943-44, a slightly larger

— ‘ ]

share thap came from federal sources during the peak of the GI enrollment in 1947-48,

N - N

and he contended that the government involvement was "important in preserving the
fiscal solvency and the operating effectiveness of higher eeucation during tﬁe
war."144' The new development for tﬂe late 1950s, Calkins sseted,was the "phenomenal
growth of federal grants and contracts for research.” He coulg'find no reliable

estimate of the total amount of ‘the funds\emgloyed at that time, but he suggested
N .

-

* 87 -

“\
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$145 ;
that it had risen to well over 400 million in 1959, He noted the growing

reliance of both public and privafé institutions on public funds, Richard Schrader
/ . :
estimated that while in 1963\}ess than half of the country's higher educational

iﬁét;tutions had received federal suppo;t, by 1967 well over 80 pefcent'of these
institutions had received some form ;f federal support‘.146

’ _ In tracing the development of the pattern of fedqra&ﬂsubporb:'We note tﬁatqfrom
1959-60 to 1966-67 total support increased from l.l‘billié; to more than 3,3 biiligﬁ.
Within these sumh,‘ErQst Becker estimates that the pfoﬁSrtlon provided for research

declined from 75.2 perceni in 1959-60 to 66,2 percent in 1966-67, Support for

construq%ion of facilities had increased during this period, although by '1966-67 it

”

147 > .
had begun to decline, Using these same figures, Schrader attributes only one-

. L4

third of the federal expenditure to research and develoéméﬁt\ Howeber, when one

takes into account the fuhds spent on facilities' and equipment,‘training grants,

and ?itutional grants, all related to research in some way, his figures closely
approximate Jhose of Becker.148 Schrader'furthex\generalizes that prior to the
* ¢

1960s, the federal funds were almost exclusively on a‘"quig pro quo basis, with
p .

the government awarding funds to institutions to achieve some goal deemed important
{

‘ by'Congresg and the federal agencies,'" -~He notes, however, that a shift occurred

149

during the’GO's to federal support of héﬁher education "as a natiééfl goal in its
own'rigﬁt."
As the Commission on the Financing of Postsecondary Education has sketched the

development of federal support, it notes the expansilon of interest from predom~

inately research in the early 1960s into the concern for the preparation of teachers

and college faculéy, the improvement of instruction, épd the gevelopmggs_gi’____,,/
S

instructional ffcilities, Spending for research began to reach its peak in 1965,

and much of the federal support of students and institutions was at least par!ially

N
-
p ' »

v . ’

<
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consolidated "in the Higher Education Act of that year, In the same year, the
\ .
Healéh Professions Education As51stance Amendments provided aid for students P
1/‘ o

<

in the medical pnofessions and 1ncreased institutional aid for improving quality

of teaching in those fields, The federal role has cont inued to broaden, “W1th

s ¥ -

‘ Wincreasing emphasis on student aid and on vocational training at the postsecgndary
' N . X » . . Z
' .1evel to.promote access'and choice for-low-income students,” The Commission has

.
+

suggested that while each new federal program carried its own X

+
o . : &
‘objegtive, the overall growth of federal support was justified
/ : . R .

e¢ific rationale or

2fi two grounds,

either Kl)'as an extemsion of eﬁisting federal policy, or (2)'avconv1ction that
o )

state and local governments would not be willing to provide adequate support
" 150 . : . .

for pdstsecondary education. B : ~

- 4

T LI %s difficult to‘form an overview of the various.agencies that are involved
] 2 T ¢ ,

and the types of'pr rams that are funded through federal agencies, The Commission

onjFiﬁancing Postsecondary Education identified in 1972 approximately 380 separate
1 ‘. ’
programsﬁof support administered by more than 20 federal agencies, “and this

excluded a number of programs and authorizhtions administered by the DepartmEnts

° of*Defense State Interior, and Treasury, and several other agencies.151 Schrader

.
.

réfers to ~more than’40 federa1 agencies as sources of funds to higher e‘Pcation.
v ‘€ LY

-

He, notes, however, thQF 95’ percént of all federal support comes from only eight

152
| agencies, and 99 percent of all federalj/upport from only 13.

~ .

. Between 1952 and 1967, the dates used by Schrader to examine the pattern

of federgl support there were some significant shifts among the several agencies
8

" in the proportion to which they were represented in the overa11 research grants,

In 1952 the Department of Defense accpunted for 70 percent of the research-grants,
- while in 1§57 this Department accounted for only 20 percent of the grants, In

¥ 1952 the National Institute of Health accounted fotr 10 percent of the grants and in

4
- »
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1967 for 33 percent of the grants. The National Science Foundation had increased

Q

P .froﬁ one pgicent of ths.grants in £952--1t was established in 1950--:0 15 percent -
of ghe grants in 1967, . ‘ - | ‘ ‘
. Wﬁen éonsid;ring all of the funds éranted, the.agency sﬂowing th? most rapid
growth in federai funds expended for higher education has been the Office of
Edhcation. The CommiSi}on on Financing Postsecondary Education shows Epaﬁ in 1972,
the bepaerent of Health, Educatiog,.and Welfare accounted for almost 45 ﬁercent of-

the total grants to higher educational institutions, The Commission includes in its -

<

total figures the amount for student aid, and shows federal expenditures of over
< (4 ¢
. N o

eigﬁt billion dollars for 1971-72, considerably above the figures used in some of

the other reports on federal funding; Table 8 is taken from the report of the

'Commissidn. o : .

~ ' o ] ‘ 3 Table 8

Selected Ppstsecondary Education Outlays, by Major Particlpating Agencies,
Fiscal 1972 (In Millions)

0 ! <

4
L - Agency = . ) Amount ,Percent . ‘
‘ of Total
. ,ﬁébartment of Health, Education, - b - .
o ' and Welfare. * e o w e s o's’e o » $4,09004 . 440370 .
Veterans Administration . . . . . . . - 2,006.5 21.7
- ' J' - - ~
Department of Defense ,. . , o« o o o 1,082,6 11.7 .
. Department ,of Labor o\ « e v o o o & & . 898.2 . 9.7
- S '
- National SciencerFoundation S e e 390.2 - 4,2 :
- Subtotal ., o‘. \. 3 o . e ’ $8,467.9 91.77‘
‘All Otier quncies'. e e e e 769.0 ,. 8.3
Total. LI I o‘; ’» o .. } ‘$9,,23609* 100 7. ’ .
s *Includes an estimatedl.l billion in student aid that helps students  meet

their normal living costs., This amount is excluded from tHe figure of 8.1

billion teported in other sections of the Commission document. .
~ * 3 ) X
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(Table 8, cont'd,) . ‘ o ) .
Source: Commiss fon on'FinanEing Postsecondary Educatiod, Financing Postsecondary

Education in ‘the United States (Washington, D.C.: U.S. Government Printing Office,
1973), p. 107.) ° . ‘ o o .

The most reJent report of federal expenditures for American higher educational
instiFutioﬁé is for the year 1973;Z£- That feport shows that the expenditures
have continued to increase, "For fiscal 1974, the Federal Government expended

$9,356,371,000, The percentage distribution is as follows:
£ R /
Table 9
Distribution of Federal Expenditures for Higher Educatibn, Fiscal 1974,
by Percentage of Tdtal Expenditure

'

v

Agency Tty Percent- of Totil, Federal Expenditures,’
/( Higher Education

,_ : r
\ 22,9 _—

N .
K )

Office of Educaticn

Student Assistance

N S (17.8)
Construction - ' +(0.8) B
, Developing Institutions ‘ (1.1)
. Education Professions Development ,(0.8) .
' Other . 2.4)
Other H.E.W, Programs 37.3
v . .
National Institutes of® Health : . (18,5) .
Health Resources Administration . ) 7.7)
Social Security Survivors, ’ ' o
Educational Benefits - . (6.6)
‘Other ) ) , . ‘ (4.4)
N ﬁ ~ ) ' . ' °
Other Agencies o . 39.8
Action: Peagce Corps, Vista, , : .o
University Year for Action K _ (1.1
" Agricultural Research’/and Extension 4.%) ’
Veterans' Education and Training (24,7) . ~
National Scierice Foundation - . , (6.1)

Other s , - (3.5) \;;}

Spurcét “Higher Education's Share of U.S, Budgets," Chronicle of Higher
Education, IX (February 10, 1975), p. 6 Total funds=$§9,356,371,000,

.
. ) , r . ]
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It will be noted'that the largest single exoenditure item is veterans' education

.and training, which constituted 24,7 percent of the federal outlay in 1973-74

Note also that among the Office of Education funding items, the 1argest was for

ﬁ\

student assistance, 17.8 pertent of the total.
Thus we have the general picture of federal funding through fiscal 1974.

‘ . 4
While it would be possible to refer to many other analyses of federal funding,

it would seem more appropriate for our concerns in this monograph to turn to the

-

issues that currently have surfaced regarding federal funding: R
I - . v f . " 4
Schrader points out that among the problems that have arisen in the increasing

L]

federal subport'of highér education, one of the'greater difficulties has been
creatéd by a’system that centers on support of individual'research-proEects. In
effect, the result has been that the Federal Government has been buying scientific
ideas on a piecemeal basis rather than iny!sting'in the educational prooess, with
the consequent. effects- "(l) it has encoﬁraged the brilliant minds in the

scientific- 1aboratories to concentrate on researéh and to dissociate themselves
R T - A
from the students; and (2) it has allowed the military to extend its dominance .

-

over large areas ‘of university thinking through mission-oriented research projects,”

While Schrader S judgment might be debated on both points, it is worth while not ing

-

some of the other effects that he sees in increased federal financing of h1gher
’ v ‘

education, These‘include' instability, where cutbacks and ghifts in funds effect

- - -

individuals and institutions' confusion over accopntability, where researchers -
get caught between the institution and the fund1ng agency; loss of control on the -
part of the institution8~ uneveness of support; mfsmatch between the traditional

departmental structure of the,institution and the social objectives of the federal

agencies~ instability of income for the institutiOn' lack of focus, since there. is

no single fedexal focus of concern; loss of integrity, where colleges and

-
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universities are pregsured into goaP“oriénted research that could threaten the

153
integrity of the basic ifstitutional character. Yet, even ,if these are the

disadvantages, and there are many who would agree with Schrader, the fact of
)y -
federal support, as political and uneven as it may be, seems to be with us,

'

In one of the first of the Carnegie Commission reports, Ronald Wolk

-

discussed five alternative methods of federal funding: categorical aid, aid to

. . 154
students,: grants to institutions, tax relief, revenue sharing. Most of the

-

. . . !
federal sypport in the past has “been in the form of categorical aid, through grants,

contracts, or loans in support of a specific project or goal, Wolk contended that

A\

virtually all of the aid/ in 1967 could be described as categorical aid, in the

sense that the Federa] Government had designated the funds to be spent in certain ~

1} .
areas which were deemed to be of national concern, that thexe was no "completely

- .
unrestricted or undesignated support to colleges and yniversities." As we have

-
]

already noted, _the major, portion of the categerical aid was in the form of research e

grants. (Wolk also listed funds for facilities as a form of ¢ategorical aid ).

-

" The secqnd form of support aid to students had really begun with the 61 B111

[

7/ in 1944, and by 1967.add1tiona1 student aid programs had been developed In 1958

x,

the National Defense Education Act’ provided for undergraduate student loans and

graduate fellowehips and loans.. The Federal Government provided 90 cents for every

. >

dollar loaned' and the insbitution contributed tén cents. Thenloans 1nc1uded a .
{e \ - .

LI ¢

D .t
forgiveness feature if students became teachers.. We have already referred to some’

\ ~D A

|
' ‘ of the issues that have recently ariSep regarding the forgiveness featug:e.155
|

~

The Higher Bducation Act of 1965 Title 1V, provided the first federal scholarships

! for undergraduates under the Economic Opportunity Grants, under .which needy
\ 1]
~ qualified students could receive $200 to $800 in the freshman year and $200 to

$1 000 each succeeding year, if the student rémained‘ in the upper half of his class.

v £
v .. . s

) .y ‘.:73;
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.

This same act dlso proVided grants to institutions to assist in coIlege WDrk~study

[}

2.
L3

-

programs for students who needed - part~t1me work in order to contique thein 3

-?

education. The legislation provided that the government would pay 90 percent of. the

wages and the institution would pay 10 percent 1n1t1a11y, with the federal share

N I ¢ t

decreasing to 75 percent in 1967-68 but this provision was sub§equent1y delayed

' The Act also introduced the guaranteed loans for college students, under which

4 ¢

the Federal Government would pay six percent interest: on thesloan during the time

the student is in college and three percent during the repayment perrod .

h . . e

Wolk observed that in dne sense, instit&tions were already receiving aid
in the form of institutional grants, The Na

ional Defense Graduate\Fellowships

and funds awarded by other federal agencies generally carried with them an _
institutional supplement to offset tuition and educational, costs, . Also, the

.

National Science Foundation hwarded grants under several different programs.

Title III of the Higher Eddcatibn Act of 1965, authorized grants to developing
institutions. Since the late 1960s there have been aqnumber of proposals for
’additiodal direct a3518tance\to institutionS. Anong them, the Miller Bill} sought
to provide funds for advancing science by providing idstitutional grants baséd‘upon
a fornula related to institution's participation in basic research, the number of.

- !

Y . i ) ) . ’
high school graduates in the state 4nd the number of advanced degrees awarded by

~

the institution. In general however, little. momentum has been developed in favor, '

]
» v

. .
B A g . ' .

of institutional grants, ' e ., . . -
\ . ' <2 o, 5y
) % ¥ ; . o~ ..“_‘
In the fourth area, tax relief, Wolk ndtes that colleges and universities Egye )
- N 4

. , . . i
benefitted from tax laws over the years. As non~profit educational institutions,

I

they generally do"not payrproperty taxes, income_taxes, ox, capital gains on their

investments, Inst{tutions have jalso benefftted from philanthropic contributions

~Aallowances that permit individuals to make deductibkzgifts.,
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There have been a number of proposals to ekpand tax benefits by providing beneflts

’ '3 ” N 4

directly to parents by allowzhg them to clalm citra personai exemptlons or increase .
) \ftandard exemptions or to c1a1m tax cred;ts for educatlonal expenses up to a certain
) P i O~ 0N
e lmumc ' ‘ . > i ¢ ) §
N 4
¥ Under revenue sha%ing, Volk notes that pressure had been bu11d1ng for
) re urning to the state's elgnlficant portions-Lf the national revenue to enable ‘/A
v P ~ .
: th m' to meet . their governmental reSponsibilitleu. Subéequently some action was .
. i \ .

taken in this direction but revenue sharing as a significant element in aldlng
higher educatlon is yet to be de veloped.

Wolk's volume was issued as & discussion piece, to raise some of the iseues
relating to federal funding of hiéhe; education.w fhe first in the series of \ ’
Carnegie reports was issued shortly after and entitled "Quality and Equallty . -
New Levels of Federal ReSpon31blity for Higher Education,” 1In that report
and a’supplement issued two years later, the Commission’,.advocated massive increasee

-

in fedegal suﬁport, from 3.s'b111%on in 1967-68 to 13 billion in 1976-77. 156

»

oy

proportion going to student aid funds, nearly 40 percent, soméwhat of a reduction
in reseerch, and approximately the same 'in cost=of ~educat ion supplements.157 «
* » ," .
It was through the cost=-of-education supplements that the Carnegie Comntission

ki

" recommended direct, grants, based upon the’ number of federal grants holders enrolled,

v
.
- -
. ¢ . N . - E

- * .
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The Commission also advocated ponstruction grants and speczal purpQSe grants-- .

> -

1ncreased funding of aid to. developiné institutions, library support and ‘,T

-international Btudies. o S S
" . * . s " - » " .

- -$

. The Carnegie Commission took the posiﬁion that "first priority should be given

. -3 e...
1n achieving equality of edﬁiﬁtional opportunity:h ahd that such a.goal was best to
be achieved by eliminating barriers to equal access to higher educatzon and to

3 -

progress within higher educational institutions. One of the prqposals for student

.
2

aid included a recommendation for a federal contingent loan program whexeby students '. .

would repay federal loans through a fixed percentage of hisxéncome Earlier,

a panel headed by Professor .L Zacharias of 11,I.T, had proppsed the development

158
of an Educational Opportunity Bank The so-called Zacharias Plan was not vell

»
-

received, but a report ‘rom the_ Secretary's Office of the DepartEEnt of‘Health,

3

Education, and Welfare proposed a National Student Loan Bank, in which the )
repayment for long-term loans would be at a f‘“ed schedule rather than dependent .

upon the individual's income.ls9 Other approaches to the contingent losn plan ' :

- 160 -
have .already" been discussed in- this monograph. . g

. . . . ,.-".:..

v

In 1972 the Carnegie Commission developed a Spec1a1 set o£ proposals dealing

w1th general institutional support. In advanéing the arguments for suph support

the CommisS1on reiterated its earlier stand thatbasic support .and responsrbility

» PR 0
Lt f . $

for higher education should remain with the states anﬁ-private initiatiVe, that

¢ " » '.-. - ..7

students should be given maX1mum freedom in choosing institutions tq attend that

federal mid should not encourage states and private sources to reduce their support .

. T

and that the aubonomy of institutions should be preserved

The 1972 Carnegie report suggested ‘six approaches to institutional. support a11

related in some way to the Equal Opportunity Grants which had been established

under the Higher Education Act of 1965- The Commission,had already .advocated -

. - - ‘—
/ . . T ,
. . . ¥
: ‘ . [ v
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ihcrea ed fquing of the Educational Opportunity Grants. . Among the arguments

adﬁahced for institutional gtants vere the following' (1) additional operating
PO I - —

funds based on those received from state and private sources were neoessary to

. - .
.Kn s - A T

" improve and/or maintain the quality.of 1nstruction- (2) under the catégorical aid
H ¢

programs many colleges vere bypassed and 1nstitutiona1 grants would provide .

L4 . . T ’ N 5 l . .

brgager‘assistance to 1nstitutions worthy of support' (3) certain levels and types

N 1 < ¥,

of educational programs essential nationally could be assisted in direct grants;’

[ - -
161 :
(4) direct grants would-enoourage educational innovation.,. g

‘ r . - . M * 0 . .

In the next report, 1ssued in l973 as a,comprehensive review of financing

v
~ . w(, \ e, .

T policies, the Carnegie Commission came out evén more clearly for what it callcd
Q -

redistribution Jin” total governmental costs fron the states and localitie& to the

i{q
K# _” “ < [ o e B

j%deral Governmentl" It took the position that the Federal Government has a. larger

:' ¢ < . >,

" and’ more expansible 1ncome, that it has a Special interest in .and résponSLbility
«

¢ - 1 . “"

.~"E for providing equality of oppoftunity, and that the Federal. Government has Special
. 162

reSponsibilities for basrc research

Y

Bstimating that the federal share of total '

~

governmental-costs (federal,’ state ‘and. local) in 1973 was, just under 43 perCent the .

Commission urged that by 1983 the federal share be at the 50 percent level.n The; -;

°r o

Higher Education Act of 1972 provided for.Basic‘Opportunity Grants, and the

Commission, vhile_recogniiing the new _progran ad "a‘major‘step in the direction of .

removing financial obstacle to access to colleger} asked for full funding of the s

“
.

_ program and raising of the ceiling (then $1 400) on the grants. o o

- -

The report from the Office of the Secretary of H. E W., to_which reference_

has already been made, pointed up ‘that the major\issue in federal_aid to higher .

education revolved around the relative‘emphasisithat should be given to student

2

aid versus institutional aid, The report noted %hat both types of aid were needed 1

o and that it was unlikely that the Federal Government would<limit itself to one or

s
BN . . P o




the other, It noted,-however, that:

TN The choice between emphasis on student aid and emphasis on
i ﬁf institutional aid depends partly on the weight given to
-« ddifferent objectives for higher education, Student aid is
most appropriate if 'a high weight is given to the objective
of improving equality of opportunity.for higher. education,
Aid to students can be directed to thase students from low+
- 'income families vho need financial aid to attend college....
An equdl sum spent on institutional aid,.by contrast, Yould
. have far less effect on equality of opportunity,..if one is
concerned that the quality of higher education is suffering
because not enough resources per student are gvailable to
institutions, then direct institutiohal aid may be €he 'most
effective way to alter the situation: Student aid channels
more resources per student to 1nstitqtlons only indirectly
by ‘enabling them to raisa tuition more than they otherwise
" would have.% .

»

The repdrt ultimately came to-emphasizing two major.commitments; the promotion

of equality of opportunity and the. strengthenmn of graduate education and

research In both insEances, the report called for aid to students rather than

« .

* to instltutlons aldLough it also suggested a flex1ble program of institutional

'

development grants, admlnrstered by the National Sc1ence Foundatlon, the

National Institutes of Health the Office of Educatlon and the National Foundatlon

,o

on the Arts and the Humanlties.. In‘add;tion, it recommended that the cost-of-

- . - o

' education allowances for federal graduate fellowshlps should be increased,

v

ﬂ TFhe report of the Committee for Economic Development in late 1973 also
'; emphasized that the Federal Government should make grants to students and

- recommended a decrease in«categérical institutional aid from the Federal
' i 164
I‘ G0vernment and a signiflcant.inérease in aid to students, The Commlttee ‘called

)
»

| f
} . for more effic1ency in the management of institutions and an increase in the

0‘
!

-tuition paid by students ln public lnstitutions. *
| - L] . ‘ . " ,t ' ’ ° )
l , z The National Comission on tht Financing of Postsecondary Education, also

‘eporting_{n late 1973, did not make a sgecific recommengat ion on funding patterns,

-~ but analyzed the implications of eight different financing plans, ranging from
/

"
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shifting the respoasibility of financing postsecondary education from public and

5

’

- : . v \
private sources to students and parents to increasing in significant ways public aid

' o 165
through providing greater assistance to students,

" Perhaps the most comprehensive review of the positions in current debate over

federal finanéing was made by Howard R.‘Bowen at the annual meeting of the

Association of American Colléges in January, 1974. Bowen noted that in the late

60's considerable attention was given to the possiblity.of direct institutional

grants from the Federal Government, In 1967 or 1968 virtually all of the major

? -
institutionpl associations went on record favoring institutional grants, and the
»” Y » - s
""common pleg was to retain all the then existing forms of federal aid and add

»

onal)gfants--the'new money to be distributed according to formulas yet to

«

institu

> e v

be devised.'" Bowen observed:

. The proposal for federal institut ional grants was based on - :
three tacit assumptions. Ong was that expenditures wquld
continue to rise rapidly.because of groving enrollments and .
rising costs, Another was that, though federal categorical
aid was desirable, it did 1ittle to meet the basic operating

»c08t8 bf institutions and unrestricted funds were nceded as ‘
well, The third assumption was that the steady ‘rise of
tuitions would be on principle socially’harmful. ’

Within this framework, the search then began for suitable formulas to be used for
5o, c '

disttibuting federal aid.

Within the next few years, however, according to Bowen, the focus began to

s !

shift from general institutional aid to establishing as the major goal for new °
federal programs the encograéement of negdy. and lower-middle-income students to

attend college, The principle was clearly expféssed in the Higher Education

.
N * -

Amendments of 1972, During the early 1970s, according to Bowen, three proposals
emerged: (1) higher education could and should be more efficient, and fhe\
continuing increase in cost should be slowed down;' (2) the tuition Qiﬁaﬂ,1PEF§{'

between public and private institutions should be decreased and support of public

- M9
’
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. colleges-and universities should come relatively more from tuitions and relatively

less from taxes; (3) long-term loans of substantial athounts should be employed for

\ K]
-

financing students,

. LN

Most recently, according to Bowen, the new focus has been sharpened by six ' .

x

recent reports, the report of the Committee on Economic Developmeng; the report of
kX . . | ) .
the National Commission on the Financing of Postsecondary Edueation, two Carnegie

Commission reports, the report of the National Board.on Graduate Education and the
‘+

second NeWman report. In summariZing the six reports,he found the foLlowing
émphases: (1) the efficiency of higher education should be improved; (2) tuition
in public institutions should be raised to perhaps a third or even half of 3

' e « . .
instructional costs; (3) access should be available to.all qualified students, and

~

student aid should be extended in the form ofogrants to low-income students and

.

loanS\to low- and middle-income students; (4) loans should become a more prominent

part of the student aid program and practical long-term loan programs should be -~ /y

invénted and adequate capital to fund them should be raised; (5) student aid

i

snouid be portable; (6) private institutions should be assisted by any of several \

types of tuition-offsets which would,%ave the effect of narrowingithe tuition gap,

, . . s
d‘

and possibly hy institutional grants; (7) tax incentives for charitable giving

-

.should be strengthened; (8) federal fellowships and traineeships for graduate

students should be restored at least in part, and basic research snpuld be

1
supported at rising Ie;eis' (9) ways of financing life-long and recurring education

\ -

should ' be developed.

. .
. - »

In 1971 the American'College Testing Program published. the results of an

inyitational seminar held the'previous year in Washington, D,C, In reflectihg on

the various papers; one commentator at the seminar ‘argued that at that time the

strongest political‘;;298ure on behalf of aiding higher education in Washington
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favored increased funding of existing programs, dand that while there was some
/ ]
support for general aid, it probably did not have adequate political support\to

169
establish any programs. Another commentatoE noted that although most persons

seemed to favor a continuation of federal aid to students with a sizeable grant
program, 'the major obstacle to the,development of a federal strategy for aiding .
€ - - — .
. ~
higher educatio: was found to be the division that exists in the relative emphasis .

’ ’

170

%

. ‘ .
to be given to direct institutional aid and loans to students," And while

.
1

direct institutional aid might enable institutions to hold the line on tuition

" colleges and provide a larger measure of autonomy, it was also viewed as a o
# .
relatively expensive method of providing federal,désistance in that it aided those

~

who could pay'as well as those whp were unable to do so.

~

- -

While Bowen's summary at the meeting of AAC included references to the report’

of the Newman panel, it is worth sihgling out some of the specific recommendations of

4

the task force Epport on "National Policy and Higher Education," The task force

held that the principle role of the Federal Government in postsecondary'education

, . , s
lies in: (1) preserving an open society and the conditions necessary #or a free . .
competition of ideas; (2) overcoming inequities facing specific individuals And -

groups (3) and supportingfresearch developmeht and other "strategic interventions" | -
of the type that no other level of governmest ean nake. For assisting in pre- | " )
servi:% an open society and free competitton, the Newmap panel called for matching.
federal funds for stat scho}arship and feliowships programs, partialfsupport for

a state fund for project grants to support innovative educational programs in public

u

and private institutions. In support of equalizing educational opportunities, the 1

e

group called for support of new approaches' to education in combination with

continged studént aid. The report also called for the Federal Government to serve

1
as a catalyst and source of leadership for reform and innovation.
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Lt While, as the prevlous references have indicated,"the mood in Washington seems :
. to have shifted from advocating general inetitutionaljsupport_to favoring studept L

support, a series of reports ‘from Washington during mid and late 1974 presents an

interesting picture, In May, eight higher edﬁcggzbnal associations urged Congréss

o

to appropriate at‘least:$200,000,00Q in géneral aid during 1974-75., The request

was included in a 2.7 billion "counter* budget" presented to the House of

N\

" * Representatives subcommittee handling appropriatio'neh fof the Department of Health,

»

Education, and Welfaref The elght associations involved were: American Council

" on Education, American Association of Community and Juniar Colleges, American "

Association of State Colleges'and Universities, Association of American Colleges,

& ' . ,
. P . . cor e . s 3 -~
Association of American Universities, National Association of State Universities

and Land-Grant Colleges, National Catholic Educational Association, and National

4

T T 172
Counc;l of’Independent Colleges and Universities, By June, the p0551b111t1es for

4

.enacting a legislation for direct aid to colleges and universities seemed fairly

-remote, . “ . ‘ t .
oo, -
" The Higher Education Amendments of 1972 had adopted the principle of giving ) <,
« funds to Jrdstitutions on the basis of the number of students receiving federal aid

enrglled in those institutions but no funds had been appropriated for the program,
L 4

When in June, college administrators pressed for prov1d1ng funds for direct aid

‘ ., .
‘?Q éolleges they were greeted with "a cool reception' -and Representative James G.

-

.. O'Hara, Chairman of the~ House Special Subcommlttee on Educatlong told the educators -

that the/g "'seems to be rather a remote possibility of funding that program in the

v 173 '
near future," and he weht on to say that he was dubious about institutional aid,
¢ - R -~

* In August, however, two members of the Senate Appropriations Committee,

\\\Senatoy Robert C. Byrd and ,Senator Warren G. Imgnuson proposed that $50,000,000 be

I

added to the appropriations bill for the Department of Healtb, Education, and, Welfare -

'
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for the current fiscal year. Senator Byrd pointed out that the funds would provide

some measure of relief to both public and private institutions, based on the

' s 7 ¢ 5 ’ 174 4 ' s
amount of federal support to students engolled in -the institutionms. Subsequently ,
. y ‘ ’ " . e
o althoughctthnate Subcommittee :---*'ﬁ-“ $50 000,000 more for the Depart:ment
‘ ’

of Health,;Education “and Velfafe than had been recommertded by the House the o N

recommendatlon for 1nst1tutiona1~aid grants was reJected by the Senate ApproprlatlmS ’

Subcommlttee.175 Yet, apparently, the idea of institutional aid was still a11ve%

and the Higher Educatjon Amendments of 1972 provided at least some basis for -«
, future consideration,
. ‘later in 1974, Senator Lloyd Bentsen of Texas announced that he woulﬁ sponsor
) - .
a proposal to*give taXpay/rs a tax credit on money they saved for their children 8 '
A}
or their own post-high-school education. His proposal would re1ate tax credlts to
. - \ :
money placd in- special ‘fducatlonaisavings plans," According to his proposﬂl
/ taxpayer could contribute uf to $250 annuﬁlly to st savlngs plan/ for every *
. / I .
deépendent and subtract .20 percent of ,that contributloL from h1s federal income ) )
o 176 . e . -
. Atax, t ’ ' | . » » -
'} e \ - . > LI
Al
' , Voucher systems have also been proposed both at the state and federal eve1s.

I3 * N

In an_ art1c1e in Change maga21ne in October, 1973, Heﬂry Levin contended that the
pattern of public funding of higher ” education was movqng toward a drastic rev1s1on,

¥

thatrthe/greatest share of public support for colleges and universitles“had been S

.

~
" in the past grantedrdirectly from federal and igtte go ernments to the ‘e )
- ' « » 4
institutions themselves but that ié the ‘future the majoi share of such funds would,
e L]
be given to students to use at thé collge or un1vers1t of their ch01c ‘wewhave ) .

/ Cy
. already noted the apparent sw%ng "of the Federal Govesnment to varlous types of
!' sa.. [}
! .
student aid programs but leyin refers to the voucher system as -a posstle means of \'

.

‘increaning student @id, To himi};he Higher Education Amendments of 1971, vith-a | i
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provision for gh‘IBasic Educational Oépoftunity Grants of up to $1400 per year,
. i : g .. Py . :

.

were not unlike t?e movement in the.state of Ohio for using a loan program to
<

h N .

replace much*of the present publlc support, of hlgher educ tion and the Wisconsin - |

'S

) ;3
a;

‘ : . R
1973 report of the Committee on Economic Development Levin found reflected in the

various plans of the ommlssion a substantial shift from instltutional Support t >
ot \ “ ‘
Student fﬂnding. The several plans emphasized\providlng students w1th grants or »

T A

loans Wwhich couId be app11ed ta tuition and other costs of‘atﬁendlng either publlc

1

©,

4 ' 5 4~ Q'
elementary and sedcndary sch001§ The rest of his P
) <«
¢ |
v the 1mpact pf a voucheﬁ?system,,whlch he apparently

© 178
a distinct possibility in the future,
. . , : re

“In Septenber, 1973, a panel of fhe ]Tesidént's Stience

recommended that young péople at thé age pf sixteen bk give

5

systems forva preliminary'de31gn of an educational voucher sysgem at the elementary

f\ZEa secondary 1evei§, the vouchex System has not gained great headway eithef at

-
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Many different proposals continue to.emerge, but the basic orientation at .this
poznt in tlme in federal fﬁndlng of higber educatlonal institutions seems to lie
‘ s \\\\\ <./
in f1nd1ng the most effectlve vay of providing student aid. Representative *

|
- James G. O'Hara of Michigan, vho took over é‘g llouse of Representative's ligher

/ “ / . N

Education Subcommittee in 1973, has emerged as dne of the leading spokesmen for
m aintaiﬁing low tuition and providing dtudent aid. _A report in thé Chronicle
. L . . q

of Higher Education in January, 1974 indicaéed that O'Hara wag giving top priority.

to student aid. In late 1974, Change magazine referred to the continuing efforts of’

the Congressman to emphasize low tuition and student aid. In his address to the .

—

American Council on Education in October, 1974, O'Hara sa;d that he would o

"seek to construct a student aid system that recognizes that low tuition has done
more for improved popular access to postsecondary education than all the student
' aid programs put Eogether. I will certainlyrglve no a1d and comfort to a systen

} L which tacifly encourages the raising of tuitions as a means of maabmlzing an
' ) : 181 -
1pst1tut10n s pilece of the federal Aie. .

* Other Sources of Income.--EndBWment income has pfovided a decreasing proportion ,
3 /A :

. - . *

of the Educational ard Geheral income over the years, deéfeasing from 17.4 percent

in 1909-10 to less than 3 percent in 1969-70; 'William Bowen's review of the,

s

& "

d . - » - N
_ financing qof major private universities indicated that for Chicago, Princeton and

Vanderbilt, whereas endowment income constitufed 43,5 percent of their Educat ional

4

- B
v ,and General income

n 1924-25,&it had’fallen to 13,4 percent of the ingcome ifh |

' 1965-66, and for all\ private universities the shift was from 13 percent in 1955-56

182 ’ . , £ B ! v

itto 8.8 pertent in 1963~ . TN ) y . ¢

. ) " June O'Neill's”analysis shows the decrease in portion that lendowment earnings

>

. 7
.
N N .

constitu%ﬂrof Eddcational and General funds to be even more striking., On the basis
i ¥ .
Ja RN |

. of her analysiq, emdovment ecarnings tonstidlted 13.5 percent of the income fot all




o l ) . 81} . ‘

institut*ons in 1939~ 40 but this had dropped to/2 .3 percent {u 1967 68 For

et
-

private institutions the decrease was from 25 2 percent in 1939-40 to 6.6 percent

183—— - v ~ »
in 1967-68., ~ - - - ’ : ‘

!
i N
‘

In June, 1974, a preliminary report from the National Centex for Educational

.

Statistics indicated that total dollar amount in endowment funds of the nation's

-

colleges and universities had decreased slightly, by 1,1 percent, during 1972-73.

- While the bulk of the endowment funds is still with priwagé colleges and universitiesz

\

12,6 billion in 1973 in comparison with 2.5 billion for public institutions, the

g 4
‘ funds for pr1va?¥/colleges and u 1versit1es had decreased by 1.6 perCent while ,

1
~ ~

those for public institutions h increased, by 2 percent, giving an overall ~

: 184 - o
decrease of 1,1 percent,

Jack Magarrell ‘reported in late 1974 on another facet of the shrinking

egdowvment fund problem. Beg nning in the 1ate 1960s a growing number of higher
educational institutions adgpted a 'total return" approach to 1nvestment and '

k)

»

spendipg of endowment fundf Under the total return concept, 1ncreases in stock

value wvere viewed as spen able income, and such '"new" funds provéﬁed a financial"‘/
@ ~ b, e

] - . .
boost for hard pressed 1 stitutions. With declining stock prices rather than "

ihcreasing stock valuesz hovever, thé idem of total return is . beipg reegamined ,
/ .
The’ Ford Foundation had ear11er (in 1969) eparked {nterest in the total/f%turn o -

185 .
approach through two’ reports on college investment policies, . : ) »

[ - |

While endowment funds WLlr continue to be 31gnif1caht ror some institutfons
L . / /'

/ , -
it is highly unlikely that such funds will provide significant additional income - .

. : 7 . T
L for institutions n general, "This by no medns suggests that endowment funds are fﬂ

inconsequential but it does éuggest building of endoument as euch is not likely to

prOV1de a. larg measure of increased funding for curre/1 Teds of higher educational

l y institutions / Endowment perhaps becomes,a reserve or a basls for funding Spec1al

| . projects th7£ could not be carried by other current income. : / ',

» »

: - S SRR A
» ] 4 ’ : - .




”percent in L939~40 up to 16 6 percent in 1953-54, decreasing during the rest of

v ‘i ' Y 82 - . .
‘ " Gifts and grants from private.sources constituted appfoximateiy 6 percent of
the Educational and General ‘in¢ome in the earl" 12705. USing the gross data
reported in the perlodlc studles issued by the U, S Office of Education ve have
noted an increase-in the,pr0port10n through'the 19§OS and a’slight decrease in

the 1960s. The table below shovs the way in which the.éiIts and grants from
private 'sources have changed as a percentage of-the Educatiqnai and General income,
v, s ) . . ' ' t‘

o, Table 9
4

i

Gifts and Grants from Private Sources
. as Percentage ‘of Educational
" and General Income

¢ ' 5 7 A . . - ‘m
J \\; ' = /" :
) Dates .Gifts and Grants .
N . ‘ ' Percentage of £, dnd G. .
* 1909-10 , . 4,85 N ‘ S
© 1919-20 ‘4,35 - Lo
1929-3Q + 5.35 !
- . -1939-40 7.05 ! L
. 1949-50 4 6.40 -, "y . !
. . 1959-60 8.05 ' . y
| 196364 1 ‘ 7,05, .7 -t .
"o 1967 -68 ' 6,15 . )
| 1969-70 . . 6,07

L
L)

The more refined calcuiations,of 0'Neill, although fq; a shorter pgriod of time,.

indicate the same general trena. In 1939-40, sifts and grants from priﬁate sources

cbnstituted 7.7 percent of Educational and General intome, incxeésed to 8.8 ,

percent in 1953-54 began to decrease slightly during #he 1950s and had'dropped N )

2 . I

to 6.4 percent “in 1967~ 68 For pr1vaaw*1nst1tut10ns, the change was from 13.8

.

-

‘thé‘1950's and droppiﬁg to 12,7 percent 1n 19?7 8o

It should be noted “that while the data gbove show a decrease in the pfoportion

.
1

- ' - . " ; . ! .
that gigts from private sources constitute of the Educational and General intome,
. y/ ¢ - !

the dollar Jmounts contributed each year had been igcreasing more or Iess,regularly,//
, . .' . o7 . N . 0

-




§3 )
- A { . - .‘ v -
until.1969-70. In 1969-70 there was a.decreasé'not only.in the proportion

that private gifts constituted of Educational and General income but there was

- »
L4

also a dollar decneas@h The Council for Fimancial Aid to Education, reported

Ay

that the income for 1969-70 was $20,000, 000 less'than for the previous year. This

. ’ .

was contrasted with an estimated 15 jpercent gain in the’ preVLous,year. The picture -

was a mixed one, since support for private four-year institutions dropped the
- B

greatest aﬁount while support for puplic, four~year institutions rpse by almost

7’ w - !

1
l7 percent, 87 ’

" The following year, however the situatiom changed and gifts from private e

’
4 Lo

sources reached a new high of 1,86 billion for 1970‘71 The major source for the

growth was the increase in giving by alumni and-by 'non-alumni individuals,"
. 2 ) o ]
Yet, within this overall increase, giving from business corporations declinéd, .

the first time that this segmént had contributed less *than in a preceding year
) ' ) ’ ' . “

over a period of some 12 years; “-Between 1956-68, corporate contnibutiops to

education had inpreased on an average of lO 8 percent a year.188 The sources of

giving"have however, shifted from year to year. In l972,’based on & revicv of

2]

-

‘/ : »
the experience for 1970-71 the prediction was for substantial increases in coming
years fro;\fohndations and bequests.lg-0 The folloWLng/year {he total from ,

bequests was down, while foundations as a tter of fact, d\h r;fse grants by

rcent, 1t . "'\
" [} ’ ® . uo . ' . ? .~ ' .
> | For.y9l2-73 the largest gources of gifts were indiv{dualffriends of the

institutions and parents of students. Private giving to public four-year colleges

was also up significantly, 20 percent over the previous year. : V N
“ , + a » . . /
In the fall of 1974, the situation among the foundations% earlier expected )

/ R Vi . ‘ N

‘ .. . : “ 4 : - '
i' to provide a major source 6f increased.giving, was far from optimistic, .In

Septenber, 1974, Jack Magarrell wrote thal foundation fund} Mhave been caught i

Y. - ~ ” . +
. ' e 1 -

.
- : i o “ ) :
. . . . . " ‘
. \ N\ i3 ) .
) .
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.the stock-market -dive, ju§t vhen higher education's needs for foundation support

2 ' . -
are increasing rap’dly."19 Carnegie assets had dropped to 222 million, down
froﬁ'342 million a|year ago, The assets of the RocKefeller Foundation valued at

~ .. ' . . o
- 840 million at thelend of 1973, had fallen in nine monthé to less than 600

-

million, and the Ford Foundation assets had d;hpped from,3 billion to 2 billion,

4

~ »

Magarrell reported|that the situation was vieuvéd in such a serious light that

\ . L3 N
lcGeorge Bundy, President of the Ford Foundation, had asked.the Foundation's
. ‘ ’ e .

+4 trustees to consider the possibility of dissolving the Foundation and distributing.

the assets. . .

While the assets were déwn, the.earnings the foundations had remainéq
i

fairly stable, but since many foundations during the years of risidéﬂptbck market

prices used gsome of their capitai gains for grants, they found themselves in a

position of needing to sell stocks to raise the same amount of money, which . -
;s fgrfhe:’réducea the‘shrinking asseta;—ypat of the foundations,however, nere )
| ‘holcing firm, and the Carnegie.Corporation even suggeét%c that it would try tpo
) be a 1itt1e more generous, in spite of the stock farket situatﬁfn. The Ford
Foundation, however, indicated that it would be cutting back on ifs grants, from .
a ;/rrent fiscaliyear 's budget of 208 million to a goal of 100 million for fiscal
N yedr ending September 30, 1978. 3 - . ST ‘
. ;oo . <,
Balancing the cutbacks or a steady-state in foundation g{;ing hay‘he_a
pre)ii'cted increase in corl;orate supi:ort .d}xring 1973-74, At least that was >
~ thé tenative conclusion o% the Council for Financial ;id &J Ecucation in latg 1974;
. The optimism Jhs based unhn an informal survey am;ng a sample qof 1eading companies
in which it appeared that in Spite of the stock market situation; prcfits had been
increasing. Cn the basis of past experience in relating profits to contributiods,’ /‘

[N

the Council estimated that gifg from business could veéch*mo‘ than 500 m:,llion ' -

.
*
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dollars in 1973-74 75 millien dollars above the contributions §0r 1972-73

.

_The preSident of the Amatican Council on Education, Roger Heyns, was .less than

-

conv1nc;d by the proJections of the Council for Financial Aid to Education as "

e

he observed that in the presence of rapid.inflation; "corporations may (not . -

. .
[N It y . ’ - D

¢ * I s I * - :
continue ®o maintain their traditional relationships between profits and
> - e

!
- ’
.

charitable giving,". . A 1. W T o .

And at least.one busipessman, David Packard, Chairmen .of the. Board of .
X . . * 4. ¢
Hewlett ~Packard Company and forqe: Deputy Secretary of Defense, was arguing
" . s \. .

- ’ A “ ‘ .
that corporations should no longer make uprestricted gifts to private colleges .

- / b -
and universities.- Af¥uing that universities harbor facuity members and students .

-

hostile to corporate'interests he asked cdrperations to focus money and energy

on schoois and departments that are st¥ong and that "contribute in some spec1f1c way

-~

Zto our'indivi?hal companies or to thHe general welfare of our free enterprise s

e

9 ! :
system."1 > He did not gain a large following, and Allen-Pifer, Presidert .of the

¢ ™

Carnegie Corpofatfon, and llcGeorge Bendy, President of the Ford Foundation, in |, L7
M » - . e . P 3 .
partiicular criticized Packérd's position, . . . .
» - /
R Toward the close of 1974 anothex report in the- Chronicle pointed ‘out that

American univer31t1esfare apparently entering the business of seeking funds abroad,

. 7 . .
If was reported that American institutions were making contracts in Tokyo and .
) TeZetan, and an gfficiaa Of the Council for Financial Aid to Education indicated
. ] ) ) ) ,

that the organization was;trying to find a way to make clear tqlthe‘oil-rich

cpuntries of the Middld East-and other countries that send students to the United
. .
tates that paying tuit;/n is’ not.enough that the governments and businesses

(24

have a reSpohstbility to suppart the institutions that fvpplied or educated

*

personnel The story reports in particular on the activ1ties of the ﬁniversity ’

/o, .196 - v . ot ‘ ,
of Michigan Stanfdrd University, Yal\ \i , ¥ R /,

"

PRl




with ﬁoliday Inns. Cazenovia College was almost ready to close, in the spring of

> 197 - . . -

'compete in' the market place but some institutions have moved into a broad range

. of businessroperations. U.S. News and World Report, in commenting on. the
- R K °

TN CEEERy . e

v s ’ ‘. .
An early 1975 issue of ‘the Wall Street Journal reported how a nutber of smaller
, > LT,

colleges offering predominately liberal arts‘programs have branched out into career

education, Lambuth College- in Tennessee has introduced a project in cooperation

>

1974, but has now increased enrollement by branching out into courses(for . .
’ . . . T
investment managers, horse breeding, and is even renting the college playhouse- )

.

to a cotmmercial movie-theater owmer. Marymount Manhattan College teaches tech-
nical writing;, English composition and other topics on the premises of, Pfizer Inc.,

the New York Pharmaceuticaltfirm. LaVerne College in California operates dozens

»

of continuing education centers from Hawaii to Floridd, - Most of the colleggs
indicate that a move into carcer education represents a permanent change in the

orientation of the school, . N

- - . - .

Not~ only are colleges taking other approaches to the curriculum in order to

.

) - \/ :/ N

2

defelojment, says: s ’
. Colleges'an iversities, adjusting an unprecedented financia o
bind, are coming up with new ways to produce more income from land, /

buildings and-other campus facilities.

Many institutions have developed programs that pay off hot only in L
money. but in improved commurffty relations. +

Some are opening their: libraries, restaurants, bookstoressand

creational rooms to the public for a modest fee,
g P +
. Others are transformip§8campuses into low~cost summer resorts RE .
between school terms, o ‘ ”
~N .

S o "y *
Universities are sharing stadiums with other groups. . A,number of- colleges”ﬁre
forming suégidiary corporations t&»invest college funds in revenue—generating
- w J.

property. For example Florida Institute of Technology in Melbourne has established

a firm ‘called Unéversity EnterprLSes, Inc to market spin»ogfs from research and ' :

’ ..
- ' '? ' e O LN YN




¥

~

>

-

/

/

development at the Institute, Knox College in Illinois in 1969 established

- &
.

. ! ' -
to the general public. Mankato State College in llinnesota and the University of

. Co . ¢ :
source, we learn that Purdue University has turned used computer cards into a .

87

oA

several corporations to administer an investment program in commercial property,

»

a resort complex in Utah . and a racetrack, the latter of which has been.sold,

Hood College is reported studyihg the feasibility of a $7,000,000 facility that

.

would combine housing for students, commercial offices and apartments for rental

-~
¥

- \ “’J k) . .
Alabama, Tuscaloosa have,leased entire dormitories to organizations engaged in mental

) -~

rehabilitaticd. These are just'a sample of the programs underway, From another

- 199 ' ,
source of income,

«

.

Reducing Expendityres

As we have already noted, the apparent turnaround in financing of higher

Y

education observed by Cheit and others appeared to be less a matter of securing

new sources of income and more a mattér of reducing expenditures,

Howard Bowen's assessment of the current state of the debate over finanting
(3 * i s

higher educatfon, to which we have already referred, noted that during 1973 onc of"
the ‘top concerns was that the efficiency of higher education should be lmproved

It is ﬁérthy to note, however, .that in his sumnary eight of the concerns related

. \ . ' 201 Co
td increasing income” and only one to improving ?fficiency. ~ '
But there'are some who have suggestedthat max imum economies have already ~ -
» - ‘ ,
be‘p achieved and that very little in the way of reduction can be atcomplished.

The Reverend Robert J, ~Henley, President of Georgetown University, in Hay, 1974,

a v ]

speaklng to the Association for Institutlo?al Rggearch, centended that another

!

1]
v

\\
flna:§1a1 crunch for prlvate education was on the way, bebause in the-{irst phase of

the financial crisis most 1nstitutions had already put the;r instructional budgets

»

through the wrlnger, and there simply was very liétle more in the way of econony

N ) . .
that could be ach1eved 202 o . W ot
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. »
-The answer is probably at some point between, namely that econdmies are still
possible, but there are limits to economies that can be.effected, As the Carnegies
Commission report on more effective use of resourcesrindicates, "higher education

must work on both sides of the equation--more money and more effective use fui

? . .
it. It should beth obtain.the money it redlly needs and maximize its output

‘ ' 203 .
from this money." That particular report documents the way .in which the.
. 4 v

»

. ) > .
unit cost, cost per student, has consistently increased in higher education. ’/ ’

Referring to data compiled by June O'Neill, the réport'shows that educational

s

cost pér credit hour has consistently increased more rapidly than the consumer
price index from 1953-54 to 1966~67. For this period of time as a whole,

educationdl cost rose at an annual. average rate of 3.5 percent, a%\i?mpared with
‘ 7/ s '

.

the rate of 1.6 percent for the consumer price index,‘a difference of y(Q
D N - ) »

percentage points, And among private higher educationalinstitgtiOns was 4.8

- percent, or 3.2 percentage points more than the consqﬁer pricgd index. The
differénce in behavior. of cost between phblic and private institutions was - 3
, ' 204 ,
particularly pronounced for the universities, The Commission:report goes .

, on to shgb differences betweqé upper division and’lower division work and between Co.
gradu?te and uhdergraduate work, with the highgst'averagé’cost per stud;nt beiég .
CQnsidengly higher at the graduate level, , . B '°

-An earlier'report iésﬁed under the EUSpic;s of the Carnégie Commi;;iop had

documented the same phenomenon. Bowen's study of The Economics of the Major
. N

Private Universities had shown that-direct cost per student had increased more
. b‘ B . )
rapidly’than the economy-wide cost index, except during the wartime inflation , .
- . - ¢

-

years of 1915-1920 and 1940-48. 1In the "normal" peai7-timé periodg, Bowen observed

. o s '
that: : . ' S~ // , y .
he cost per.student rose substantially more than the economy ~
wide cost index, Indced, the remarkable thing about our results’>/

: ‘ . A k \@&r
A
. /

s . , ,

’ 1 ’ o

‘ERIC . < \ ' /




89 .

from these three peace-time periods is that the numerical values
of ‘the compaund growth rate for' both our economy-wide cost index
. and our index of cost g@r studéent are so 51m’11ar~-the formet

_ ranging from 1 5'to 2.2 percent per annum, and the- 1atter ranging
- from 7.5 to 8. 1 percent ‘per annum, / ,
Other economists had provided similax documentation, and although the\éif erent
oot . '
.reports vary somewhat in describing the percentage increases in student cost, !

]

M . ! Lo . .
all show that student costs have grown ‘more rapidly than the consumer price index,

.
.

" - / .
Some have argued that the increase in cost is endemic to the educational process,

-~ .
/ - ¢

Whereas in industry, the output per man hour has gone up, in.education, the output,

if anyfhing, has decrcased., 'Tl output per man hour in labor duriﬁg the course of

.

. a
the 20th century has gone up at a remarkably steady rate, while higher educational

insyétutions have actually decreased in productivity, Higher educational

a \J
institutions have benefitted from some of the technological innovations, but the

1

trend has been toward lowering teaching 1oads,ﬁezfichiqg_programs, multiplying
' /

activities, Edu;ﬁtion participates in theageﬁcr 1 category of industry in which

o! o . s . L3 s
"increases in productivity come more slowly than'in the economy as .a whole and in

.
/

v . /
vhich the cost é;p ungt may be expected to increase more than costs in general.
While this line of reasoning may have been acceptable in. the pasf, it is ¥

Jbeing challenged currently, and the Carnegie Commission among others, has not . v

\ . .o .
only galled for more efficiency but has contended that more efficiency is possible,

- 13

The Commission argues that twg‘general procedures are open, (12 reducing the total

number of years of student t:é%ning and (2) reducirig the cost per student hour,

It has contended 'that By 1980 it would be possible to reduce expenditures by 10
1 . .

percent by decreasing the length of time in college and by another ten percent in .
‘ ~
// a varie;; of otheg ways.206 o \ . *)
* ' ' . - !
- In detailing its argument “in favor of cost reduction, the Commissiqp contends

: 5 . . A
,that the principle sources of saVing% include the following: (1), reducing the . ,

"N~ ~ /

ERIC ...

i
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' number of students b; acce1e£&ting programs and reducing the number of reluctant
‘Iattenders; kZ) méking more ekﬁectivekhs; of reéourqes in’relation to students in ‘ ’
g attendance by halting'the création of new éh.D, programs, achieving minimum
¥ .
effecti§é size for campuses'.now below that size; moving toward year-round operation,

cautiodsly raising the ,student-faculty ratio teexamining the faculty teaching ;

load, improving management’by better selection and training of middle management,
. ’ ) ‘ 4 . . vy
creating more alternative programs off-campus, and estgblishing consortia among

207 ’ o
institutions. ~ . It argues against what it considers unwise though tempting

short -run economies such as reducing necessary mairntenance, reducing library
! ’ .

expenditures for new books and journals, and failing to increase student aid as /eo-

/

tuition and fees increase, The Carnegie Commission ‘also calls forlimﬁrov{ng the o
. " . s 58 208
budget~making process by more effective analysis and programming. :

) .
The fhemes.in the Carncgie Commission report have been expressed in various

. >
- - . ’

wayé and with different emphases in virtually all of the other approaches to

» , -
~

cost-cutting. Sidney Tickton; who more than a decade earlier had popularized

» Ny

. ~
long-term budget projections in the Ashford College case, continues to emphasize

: . " 209 . . '
the necessity for more effective planning. In an article in Compact, the

journal ‘of the Education Commission of the States, Tickton points out that there are /

i . Y

only basically two approaches to improving the financial condltlons, to increase

.
1 ! s ‘e

income-and to hold down costs. To cut or hold down cost can befdone primarily
h /

> .

through higher studént-faculty ratios and more efficient use of space, but

nelther of the approaches had had much|1mpact Tlckfon notes, because;
Faculties have wanted lower faculty-studcnt rations. Claiming -
lower ratios means better\quallby educatzon, though this T
' certainly is a matter for debate,,.No one anywhere really has ,. o)
' - Wanted better use of space. Presidents, fund raisers, donors,
goverment officials have all wanted buildings for eved€ purpbse
at’ evFry 1q¢ation--and without any real /regard for the‘future
/708ttor amqrtxgatlon of plant 210 S ‘ | /
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. He argues, however, that regardless of past attitudes, cuirent pressures are
. . ' - ™ .

forcing institut{ions to deal-yith both student-faculty ratios and more efficient .
PR . ' ) . /

use of space, , -
&

Y

’ .

The plea for more effective planning may be found in a score of reports, ,

James?Harvey gumumarizes a number of the reports on ,institutional phanning A
3 . . .' .: N 2 B . .« 4 . . .
available through March, 1971: 11 The Ohio Board ‘of Regents under( its - ) .

' i : . o
Management. Improvement .Program during the 1971-73 hiennium develo
' =212 2 .
detailed planning manual. 1 The manual.has been distributed wégély by the
lmnagement Division of the Academy for Educational Development. The Management

+

D1v151on of AED has since 1971 dlstrlbuted a number of publications relatlng to

planning procedures, beglnnlng vith one that listed 148 ways for colleges and /

Y
universities to meet the f1nanc1a1 pinch.213 in 1972 it distributed an adaption

! . a . .
! “

of Paul C. Reinert's essay on survival for private higher educatlon To Turn the

Tide. Father Reinert's essay called for effort° to begin W1th1n the 1nst1tutlon (fr

A ]

' and called upon the pre51ant tortake initiative, 214 'lle 1ist some of the other -

more helpful publdications of+AED in the footnotes, o

\ ‘ . . .
Planning is emphasized»heavily/in the report'of the National Commission on

the Financiqé of Postsecondary Education. One of the concludlng chapters of that .

2

report 1s d1rected toward developlng better procedures for 1nstitutiona1 costing

/ and data reportin%p ahe Commis§1on noted as one of.its objectives, improving
"institutional accountability, "institutions of postsecondary education shoulg use

-~ v
P f

fimancial and other resources efficiently and effectively and empfpyftrocedures
. h - ’

‘ that enable those who provide the .resources to determine whether those resources

- 2215 - : P
. aZevbeing used to.achieve desired outcomes, ' R : ;

- L]

\J ~ y < .
Howard Bowen and Gordan Douglass have taken the planning procedure another

» j » . .,
step by making a deﬁhileﬂ«bﬂélysis of cost and outputs of inst{uctions at a
w . , . .

. ,
. . » « 7 .
. .
. . . . 4 / P
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~

hypoﬁheticai snall liberal arts college'216 ”halles quson and Harold Hodgkinson
have also provided their analysis of how dff1c1ency in colleges and universities
can be enngnced. Subtitling their volume 'Néw'Strategies for Pinancing Social o
6pjectives," they have analyzed the need for skilled manpower, ways of allocating

resources--fncldding a reference to Planning Programming Budgeting Systems, and a

review of financing patterns. One chapter deals more particularly with - ways ol

,achieving efficiencies and summarizes the variety of approaches that have been used

'to.achieye’ﬁ;:e efficient planning eﬁd progrémming.217.

The Committee for Economic Development in its statement on the management of .
: ‘ -

financing coilegeé issued in 1ate’1§73 called for ccllegés and universitiés to !

employ more effective management procedures and suggested that colleges mlght move -

. /

toward using management principles and techniques that have proved effectlve in

218 : .
business and gong;ﬁéent. A series of articles .rf the Journal of Higher Education i

.« in Janﬁar&, 1974 explores some of the management procedures,, and individual authors

. ~ < - 220 * .
and one of the most limiting aspects has been in_ the area of values. ‘And at a

P ‘ - v ) ‘ ! 219
argue both for and against somé of tHe applications generally being advocated,

Rl A}

%peaking to the. Association for Institutional Research in May, 1974, Harold Howe 1I,
- ' :

1 the Ford Foundation's Vice Pres&denf for Education and Research, how'eve;J warned

that the problem-solving ppwergof new management techniques has been over-sold,

"

-
-

‘hgggFEngmggnnSOred by the _Educational Testing Servige, another foundation executive,

warned that it was not 'unreasonable to fear that hinher educatlon will buy

the productlvity of instructional by sell ing part of its soul" and warned

against ignorlng‘human qualities in highe; educatipn in the search for greater

efficiency, 2t . I ' .

One gains the impression that techniques are abundantly available for mdre

efficient use of resources and‘space, What is lacking is any clear eviden&e that
p .

-
» .
o . .
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&
educational quality is influenced-in one way or, another by changes in methodology
. . . e .

» .

and approach, Perhaps it is impossible to secure such evidence; and perhaps the

debates will continue to—go on regarding how much "effictiency" can be effected
» . 7 -

without reducing educatianal 'quality."’ ) o . . . -
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